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Introducing the Department for Professional Training
IT seems fitting, in introducing a new department, that the causes leading up to its
inception should be reviewed.
Mr. Charles Waldo Haskins and Mr.
Elijah Watt Sells were first brought in
touch with each other during a professional
engagement with the Federal Government
in Washington. In 1893 Mr. Haskins and
Mr. Sells were appointed expert accountants
under the joint commission of the Fiftythird Congress to revise the accounting systems of the National Government. This
appointment served to introduce the two
men, each of whom found that the methods
and professional ideals of the other were in
harmony with his own.
The result of this association in Government work was a professional alliance which
began March 4, 1895, at 2 Nassau Street,
New York City, under the name of Haskins
& Sells. On May 1, 1896, the firm removed
to the Johnston Building at 30 Broad Street,
where offices have since been maintained.
In the earlier years of this professional
service each new accountant came into close
working contact with the members of the
firm, and was fitted into complementary relation as he showed himself capable of adjustment to its professional standards. A
working force was thus brought together by
a process of selection based on personal

knowledge and recognition of fitness. At
the time of Mr. Haskins' death in January,
1903, the co-partnership group, which had
begun in 1895 with Mr. Haskins and Mr.
Sells, had expanded to include forty accountants, sixty assistant accountants, and
forty clerks.
To-day there are two hundred and sixtyeight employes. There are fourteen offices;
thirteen in the United States and one in
London, England. There are ten members
of the firm.
Growth and progress are evident. They,
however, have brought with them corresponding drawbacks. With the expansion of
the work in scope and volume, it has become
increasingly difficult to keep in close touch
with the members of the staff. The needs of
the men in the performance of their work,
their comfort and welfare, have become
further removed from the knowledge of the
firm than in the earlier days of a more personal contact.
Formerly a man on the staff went out
with some member of the firm. He learned
the firm's ways, grew into harmony with its
traditions and ideals, and unconsciously absorbed its technique. Many times he completed the engagement himself, bringing in
the papers while the principal wrote the
report. At other times the accountant wrote
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the report and subsequently discussed it with
the principal. The latter put him to a severe
test. By this community of work and understanding a close, personal relation was established among the members of the firm and
the staff. The members of the firm were
acquainted with and took a deep interest in
the aims and well-being of the men.
Little by little as the functions of operation and administration have been delegated
to others, the firm has of necessity lost much
of this opportunity for contact and acquaintanceship. There is no doubt but that some
misunderstandings have arisen through this
enlargement of organization and lessening
of the personal relation. With the rapidly
shifting scenes of the present day it is probable that there are more than a few men in
the organization who do not know definitely
what are the policies and professional ideals
of the firm. There have been many changes
in the personnel of the staff, the causes for
which are sometimes difficult to overcome.
It has been felt for some years that someone
was needed to serve as a connecting link between the staff and the firm. The fact is
appreciated that much of the hesitancy
which is time-consuming, and much of the
misunderstanding which results from unfamiliarity with the firm's ways and technique, might be overcome if there were
someone to whom the men might go with
their questions and problems, personal as
well as technical. It has also been thought
that much improvement might be effected if
there were someone available who might
look out for the comfort of the staff and
serve as counselor and guide to its members
in matters technical, educational, and professional, when they so desire.
Arrangements therefore have been made
whereby Mr. John Raymond Wildman has
become associated with us for the purpose
of carrying on this work. Mr. Wildman is a
graduate of the New York University with
the degrees of bachelor of science, bachelor
of commercial science (cum laude) and
master of commercial science. With his de-
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gree of bachelor of commercial science he
was awarded the accounting prize. He was
a member of our staff from 1905 to 1909, at
which time he went to New York University
as an instructor in accounting. In the following year he was made a full professor
and head of the department of accounting
instruction. He is a certified public accountant under the laws of the State of
New York and a member of the board of
directors of the New York Society of Certified Public Accountants, as well as a member of the American Institute of Accountants.
Mr. Wildman organized and became first
president of the American Association of
University Instructors in Accounting. He
is the author of many well-known textbooks, among which are "Principles of Accounting," "Elementary Accounting Problems," "Principles of Cost Accounting" and
"Principles of Auditing."
Mr. Wildman will retain his professorship and continue to lecture at the University. In his work here he will be aided by
Miss Anna Burns, who will have charge of
the library and serve as general assistant.
After considerable deliberation it was decided to call the new department "The Department for Professional Training." It is
hoped that the department will be judged by
its accomplishment rather than by its title.
Activities of the New Department.
We reproduce below some extracts from
the plan which Mr. Wildman has submitted
as indicating the purpose and activities of
the Department for Professional Training.
"The problem is to develop an effective
staff, comprised of carefully selected, welltrained accountants who will be interested
in their work, happy in their environment,
satisfied in their professional relations, have
a sense of loyalty to the firm, have a voluntary desire to render a high class of service
to clients and to work generally for the
firm's best interests."
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"An effective staff is one which will respond quickly and satisfactorily to the demands of those who have the exercise of
managerial functions. As a unit the staff
must be adaptable to the many varieties of
work, plastic in meeting the requirements of
special circumstances, and more or less elastic according to the volume of work. The
members of the staff should, therefore, be
of the proper material and calibre, educated
for their work, capable, willing, and resourceful.
"A most important instrument to be put
into effect under the contemplated plan will
be a library. The term "library," as used
herein, is intended to have broader meaning
than that attached to its use ordinarily. It
should be understood to mean a place in
which the men work and spend their time
when not engaged in accounting work; not
merely a collection of books.
"The library should be comfortably and
attractively furnished and equipped with a
collection of books, for which suitable cases
should be provided.
"The collection of books in New York
will consist of a complete assortment on the
subjects of auditing and accounting and the
leading books on related subjects such as
economics, finance, organization, commercial law, etc.
"The collection at offices, other than New
York, will consist of the leading books on
accounting and auditing and any others
which may be useful or especially desired.
Provision will also be made through a system of duplicate indexing so that offices may
make use of those books which will be found
only in the general library in New York.
"The content of books on accounting will
be observed by someone fitted to appraise
the same in order that recommendations for
selective reading may be made without loss
of time on the part of the reader.
"The general library equipment will include files of accountancy publications and
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files of articles on accountancy, accounting,
or related subjects which may appear in
other professional or trade publications, and
clippings from daily papers covering the
same scope. One further way in which the
library may be made of service will be to
have the librarian index, without disclosing
matters of a confidential nature, information on special topics now contained in
copies of reports which have in the past
been rendered.
"Arrangements will also be made to utilize, through close co-operation, the present
and prospective statistical and library facilities of the American Institute of Accountants.
"Interest in the work may be stimulated
by discussion and the development of appreciation for the scientific aspect of accounting
work. The members of the staff should be
brought to look upon each piece of work as
a problem to be solved and not a piece of
drudgery at which to put in so much time.
Studying conditions under which the accountants work and as far as possible improving same will tend to make the work
more enjoyable. Accounting work should
be made as pleasant as possible.
"Proper appointment and maintenance of
the library for the use of the staff should
contribute greatly to their comfort and
mental attitude. Appropriate surroundings
should do much to create an atmosphere out
of which the men would go into the offices
of clients prepared to meet anyone, regardless of the place in the social or economic
scale which such person may occupy. Constant attention to little details such as keeping the room clean, picking up papers, cleaning ash-trays, providing letter paper and
envelopes, cleaning ink-wells, etc., is essential to the carrying out of this idea.
"Any lack of complete accord which may
exist between the firm and the staff may be
overcome by ascertaining what the men find
disagreeable and what the firm finds unsatisfactory and devising remedies.
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"Much good should come from letting the
men know what the technical and, at times,
the ethical and professional policies of the
firm are; what is expected of them; and
keeping them advised generally as to what is
going on. This will be attempted through
the means of a bulletin which will contain
inspirational and technical material, announcements, general news, and personal
notes.
"Confidence is the basis of loyalty. Confidence is begotten of fair dealing. Someone who is in a position to study and analyze
situations as they may arise should interpret
fair dealing. Someone should be watching
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for the things which tend toward lost confidence and make for dissatisfaction.
"Members of the staff should be made
to feel their responsibility; that they are engaged in a profession in which the fortunes
of the firm and their own fortunes are linked
together; that if their reputation suffer the
firm's reputation will suffer; that the reputation and success of the firm depend upon
the class of service rendered to the client.
This policy should result in the development
of an esprit de corps which will make the
men do good work because they take pride
in it, knowing that the firm's best interests
are their best interests."

The Function of the Library
A N institution as ancient as a library, and
as firmly fixed in the affections of men,
needs no urging on our consideration. The
value of books can be measured only by
what they bring to us—pleasure, refreshment, information, or inspiration. To an
accountant of to-day who divines the role
which his profession will be called upon to
fill in the development of the industries and
finance of the country, the use of books will
prove ah indispensable tool, opening up to
him new avenues of information and opportunities for service.
This is primarily the purpose of our
library. Into the hands of each accountant
are put the aids he may need in carrying on
his work. He will find a collection of books
and periodicals on accounting and auditing,
and such allied subjects as economics, business organization, commercial law, banking
and finance. To make this information
readily accessible, a catalogue will list all
the resources of the library, bringing out its
full content and value. As new books an

added, a notice on the bulletin board each
month will call attention to the most recent
material available.
The books may be consulted freely, without formalities or restrictions of any kind,
in the library rooms. They may also be
withdrawn for home reading or outside use
by registering them with the librarian.
There has never been a time when economic conditions were changing so swiftly
and so markedly. In these circumstances, a
man necessarily feels the limitations of his
individual experience. If the accountant of
the future is to be equal to the problems
which await him, he must meet them with
an alert and informed mind. He must not
only be familiar with traditional methods
and precedents, but must train his faculties
to respond to the stimulus of new enterprise. Here the function of the library is
clear. It is not merely a working tool, but a
challenge to the mind; and a man's grasp
of affairs is a measure of his reading and
study.
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Additions to the Library, February, 1918.
ACCOUNTING:

Cole, W. M
Accounts, their construction and interpretation
Paton, W. A., and
Stevenson, R. A . . . . Principles of accounting
Reynolds, W. B., and
Thornton, F. W..... . Duties of the junior accountant
Sweetland, C.
A.
Department store accounts
Wildman, J.
R.
Elementary accounting problems
Wildman, J.
R.
Principles of accounting

1915
1917
1918
1913
1914
. . .1914

COST ACCOUNTING:

Church, A. H . . . .
Cole, W.
M.
Ficker, N.
T.
Kracke, E .
A.
Nicholson, J.
Parkhurst, F.

L.
A.

Wildman, J.
Woods, C. E .

R.

EFFICIENCY

Manufacturing costs and accounts
1917
Cost accounting for institutions
1913
Shop expense analysis and control
. ..
1917
Uniform cost,accounting for milk distributors (pamphlet)
1917
Cost accounting—theory and practice
1917
Predetermination of true costs and relatively true selling prices
1916
Principles of cost accounting.
.1916
Unified accounting methods for industrials
1917

METHODS:

Taylor, F.
Taylor, F.

W.
W.

Principles of scientific management
Shop management..

1911
1911

Valuation, depreciation and the rate base

1917

DEPRECIATION:

Grunsky, C.

E.

BANKING AND FINANCING:

U. S. Comptroller of the
Currency
The National Bank Act as amended; the Federal Reserve Act, and other laws relating to national banks. .1917
FOREIGN E X C H A N G E :

Clare, George
Escher, F.

T.

A B C of the Foreign Exchanges
Foreign exchange explained

1914
1917
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LAW:

Huffcutt, E .
Lapp, J. A . . .

W.

Elements of business law (rev. ed.)
Important Federal laws

1917
1917

INCOME T A X :

Bank of the Manhattan
Co
Taxable status of corporation dividends paid in year
1917 (pamphlet)
1918
Conlin, J.
A.
Income and Federal tax reports
1918
Corporation Trust Co. . . Income tax primer prepared by the Bureau of Internal
Revenue for the information and assistance of taxpayers (pamphlet)
1918
Dunn, H .
A..
War excess profits tax (pamphlet)
...1918
Essary, J.
F.
Your war taxes
1917
Montgomery, R. H . . . . . . .Income tax procedure, 1918
1918
National Bank of Commerce .
Excess profits tax manual (pamphlet)
1918
Standard Statistics Co.,
Inc.
Status of bonds under the Federal income tax
1918
CORPORATIONS:

Parker, J.
S.
Where and how; a corporation handbook
1914
Stetson, F. L., and others..Some legal phases of corporatefinancing,reorganization and regulation
.
. 1917
PUBLIC

UTILITIES:

Barker, Harry

.Public utility rates

1917

ECONOMICS:

Seager, H .
Taussig, F.

R.
W.

Principles of economics
Principles of economics

1917
1917

Awakening of business.
Office organization and management

1917
1917

BUSINESS ORGANIZATION:

Hurley, Edward
Parsons, C.
C.
ESTATES:

Hill, F. T .

The care of estates

.

1901

INSURANCE:

Handy guide to premium rates, applications and policies of American life insurance companies
1917
STATISTICS:

Copeland, M. T . . . . . . . . Business statistics
Secrist, Horace
Introduction to statistical methods

1917
1917
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The Matter of Mechanical Devices
T H E office clerk must be able to write, add,
subtract, divide, and multiply. There
are machines on the market which will do
anyone of these things; some will do more
than one.
There are different kinds of machines
doing the same kind of work, some with
special features offering advantages in certain classes of work. The accountant
should know the tools which may be most
advantageously used in an office. If records
in all offices were alike, a machine method
no doubt would be created and the need for
accountants' services on system work would
be eliminated. As this is impossible, the
accountants' services cannot be dispensed
with. May they, however, render full service to a client without the knowledge of
these office appliances?
It is known that mechanical devices afford economy in many offices, yet in some
places they are not being used. Then again
there are offices in which appliances are being used unsuccessfully, and in some cases
have been discontinued. The reason is that
either the work has not been properly applied or that the wrong machine was purchased.
Salesmen, perhaps, through ignorance or
selfishness, have been responsible for many
unfair sales. The public accountant with a
knowledge of the general merits of the leading mechanical devices might render service
to the client by giving an unbiased opinion
which is often difficult to obtain from salesmen. Manufacturers guarantee their machines; operators are as plentiful as clerks;
the correlation of the work and the machines is a need to be supplied. It is in this
way possibly also that the accountant may
be of assistance.
For this purpose the firm has obtained the
services of Mr. Edward Track, who has

had a large and varied experience in the
field of mechanical devices.
The work as outlined by Mr. Track is as
follows:
The function of the division of mechanical devices will be to render a professional
service to clients in the matter of mechanical and other labor-saving devices as aids
in the accomplishment of office and accounting work. Such service will include the
working out for clients of problems which
arise in this field.
Illustrations of the above-mentioned aids
are: adding machines, book typewriters,
typewriters with computing attachments,
computing machines, tabulating machines,
time recording and calculating machines,
labor cost calculating cards, etc.
The service will include, with regard to
these aids, advice as to their selection and
instruction as to their use.
The work preliminary to the introduction
of such service will involve collecting, indexing, and filing catalogues and descriptive
circulars of the various devices and schemes
and studying, testing, comparing, and appraising the same.
The results of the preliminary investigation will then be brought to the attention of
the staff. An attempt will be made to acquaint the members of the staff with the
best and most useful devices available and
the relative advantages and disadvantages
of the various makes and kinds. The men
will then be in a position to discuss intelligently, at least in a general way, the subject
of mechanical aids.
With a view to facilitating the work of
the staff in this respect Mr. Track will
answer any questions left for him in the
"suggestion box," which is located in the
library.
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Tax Department.

result in discussion and criticism. It is perhaps
one of the most hopeful signs for the
WITH
the increasing and exacting defuture
of the accountancy profession that a
mands for advice in tax matters the
suggestion
of any kind brings forth extenfirm has felt the necessity of taking steps to
sive
discussion.
provide for such service. Accordingly, on
November 12, 1917, a tax department was
The substance of the material for discusorganized. The department will give atten- sion might be summed up in a statement of
tion to the question of all taxes, but with facts, as follows:
special reference to those relating to income
The Warburton Company subscribed for
and war excess profits.
United States Liberty Bonds in the amount
Mr. George M. Dallas has been appointed of $50,000.00. Of this amount, $20,000.00
manager of the tax department and will be was for account of employes, who are to
glad at any time to confer with any of the pay therefor by installments. The company
accountants on matters relating to taxes.
borrowed $10,000.00 from a bank on an
In connection with taxes, the following open, unsecured note. Employes paid to the
quotation from a letter of Mr. Deputy Com- company $10,000.00 as the first installmissioner Speer, under date of February 11, ment on their subscription. The Warburton
1918, may be of interest:
Company paid to the Government, $30,"You are informed that gifts received 000.00 on account of the subscription of
by corporations during 1916 or subse- $50,000.00.
quent years are not considered income
Suppose you were called upon to set up
which must be reported in preparing re- in a balance sheet the condition resulting
turns of annual net income under the from these transactions, how would you
provisions of the Act of September 8, show it?
1916, or Titles I and II of the Act of
The Institute recommends setting it up
October 3, 1917. However, gifts received net, as follows:
in years prior to 1916 are considered in- U. S. Liberty Bonds
come to be reported in preparing returns
( i n c l u d i n g $20,of annual net income under the provisions
000.00 subscribed
of the Acts of August 5, 1909, and Octoby employes)..... .$50,000.00
ber 3, 1913, inasmuch as the last-named Deduct — Unpaid inActs failed to mention that such gifts
stalments not due.. 20,000.00
were not taxable."
The Accounting for Liberty Bonds.
UNDER
date of February 15 the American Institute of Accountants sent out a
letter suggesting to members and associates
of the Institute a way of showing in a balance sheet the subscriptions to and liabilities
in connection with Liberty Bonds. This
step was taken by the Institute, presumably,
as a conscious attempt at standardization,
for which there is ample opportunity. The
letter met the fate of most attempts at
standardization, namely, to provoke discussion. Suggestions for improvement usually

$30,000.00
Deduct—Amount borrowed to invest in
bonds
10,000.00
$20,000.00
Deduct—Payments by
employes
10,000.00
$10,000.00
With this everyone does not agree. The
letter of the Institute does not make clear
whether the bank loan is, or is not, secured
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by the bonds. If the $10,000.00 borrowed
from the bank is secured by the bonds involved in the subscription the above treatment of the matter would be correct; otherwise it would be incorrect. A principle in
accounting is violated when a liability is deducted from an asset unless the liability in
question is secured by the asset from which
it is deducted. The statement of facts has
for the sake of argument assumed that the
bank is not a preferred creditor.
Discussing now the matter of the subscriptions, there is first the contract between
the Government and the company, to express which, the following entry would be
in order:
U. S. Liberty Bond
Subscription
$50,000.00
U. S. Government
a/c Liberty Bonds.
$50,000.00
For subscriptions
of the Warburton
Company to $50,000.00 face value of
Liberty Bonds.
There are next the contracts between the
company and the individual employes, to
express which collectively the following entry would serve:
Employe Subscribers
to Liberty Bonds. .$20,000.00
Employes Liberty
Bond Subscrip$20,000.00
tions
For subscription
contracts of the employes of the Warburton Company
whereby the employes agree to pay
to the company in
cash $20,000.00; the
company to deliver
to employes Liberty
Bonds in the amount
of $20,000.00.

9

This entry may be suggestive of somewhat elaborate accounting, but it is necessary to properly express the true financial
relations growing out of the contract. It
has the added advantage of offering an opportunity for the proper control of subscriptions.
The remaining entries are simple and
consist of the following:
Cash
$30,000.00
Notes
Payable
(bank)
$10,000.00
Employe Subscribers
to Liberty Bonds.
10,000.00
Surplus
10,000.00
For funds borrowed from bank;
funds paid in by
employes on account
of
subscriptions;
and general funds
of the company
represented by surplus. (Credit made
to surplus for purpose, in connection
with the illustration,
of keeping the accounts on a double
entry basis.)
U. S. Government a/c
Liberty Bonds
$30,000.00
Cash
$30,000.00
For cash paid by
the W a r b u r t o n
Company on account of subscription to L i b e r t y
Bonds.
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The skeleton ledger accounts posted from the above entries would show the following:
U.

S. LIBERTY BOND SUBSCRIPTION

$50,000.00

$30,000.00

|

EMPLOYE SUBSCRIBERS TO LIBERTY BONDS

$20,000.00

U. S. GOVERNMENT A / C LIBERTY BONDS

|

|

$50,000.00

EMPLOYES LIBERTY BOND SUBSCRIPTION

|

$10,000.00

$20,000.00

NOTES PAYABLE

CASH

$30,000.00

|

|

$30,000.00

$10,000.00

SURPLUS

|
The condition resulting from the transactions set forth in the statement of facts
might be shown by the following balance
sheet of the Warburton Company, which is

THE

$10,000.00

intended to set forth only the relations
growing out of the Liberty Bond transactions:

WARBURTON

COMPANY

BALANCE S H E E T — D E C E M B E R 31,

19—

ASSETS

LIABILITIES AND CAPITAL

U. S. Liberty Bond Subscription.$50,ooo.oo

Notes Payable
$10,000.00
U. S. Government-installments
unpaid
20,000.00
Employes L i b e r t y
Bond Subscriptions.$20,000.00
Less - Unmatured installments
10,000.00 10,000.00
Equity in bond subscription. . . . 10,000.00

Total Assets

$50,000.00

It should be pointed out that the employes have a preference right in the subscription, and the bonds when received,
against any general creditors which the
company might have. In case of receivership, assuming the company had completed

Total Liabilities and Capital. . $50,000.00

the payment of its subscription and had received the bonds, employes would have the
right to demand delivery of their share of
the bonds upon payment of the balance
standing against them in the "Employe
Subscribers" account, the receiver holding
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the bonds in the meantime as security for
the unpaid balance.
The amount shown in the balance sheet
($10,000.00) standing to the net credit of
employes on account of subscriptions
should not be included under current liabilities. There was no intention on the part
of the company, presumably, when the subscription contracts with employes were
made to provide that any and all contracts
should be revocable at the will of employes.
Precedent growing out of the company's
regard for fair dealing or fear of criticism
may have made it possible for any employe
leaving to have his subscription assumed by
the company and receive the money paid in
on account thereof. Such action would be
the result of a subsequent agreement between the company and certain employes
and should not be made the basis for the
accounting reflecting the relations between
the company and the majority of the employe subscribers. The liability (to deliver
bonds) together with the offset (unmatured installments) should be set out on the
liability side of the balance sheet, following
the group of current liabilities as a special
liability.
The entries showing the completion of
the Liberty Bond transactions and the delivery of the bonds may be of interest, viz.:
Cash
$20,000.00
Employe Subscribers
to Liberty Bonds.
$10,000.00
Surplus
10,000.00
Balance from employes and amount
necessary to complete payment to
Government.
U. S. Government a/c
Liberty Bonds. . . . $20,000.00
Cash
$20,000.00
B a l a n c e due
Government on ac-
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count of subscription after payment
of which bonds are
received by the
Warburton
Company. (Account "U.
S. Liberty Bond
Subscriptions" becomes "U. S. Liberty, Bonds.")
Employes Liberty
Bond Subscriptions.$20,ooo.oo
U. S. L i b e r t y
Bonds
$20,000.00
For employes'
share of bonds now
delivered to them.
One paragraph of the letter of the American Institute has left doubt in the minds of
many who have read the letter. The paragraph referred to is that which reads as
follows:
"It was decided that inasmuch as it was
"felt that it was the intention of the Government that the liability on Liberty
"Bonds should not work to the detriment
"of a subscriber to the bonds, there could
"not be any objection to setting up the
"subscription as an asset on the balance
"sheet, and deducting therefrom the un"paid installments not due and the amount
"of money actually borrowed for the
"purpose of paying for the bonds so sub"scribed."
Presumably the executive committee of
the institute was under the impression that
the excess profits tax of firms and corporations will be effected by the manner in which
this item is handled in the balance sheet.
While it is admitted no one knows exactly
what interpretation may not be made of the
term, "invested capital," it is difficult to see
how the setting up of Liberty Bonds will
have any effect upon the excess profits tax
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unless the Treasury Department should rule
The Alien Property Custodian was apthat the "invested capital" is that capital pointed by the President under the "Trading
which is represented by all the assets used in With the Enemy" Act of October 6, 1917.
the operation of the business, regardless of The purpose of the Act is "to prevent aid
whether or not there are liabilities.
or comfort to the enemy or allies of the
enemy, to make available for war financing
any funds in this country belonging to the
enemies for such disposition as Congress
may deem advisable after the war is over."
Helping The Red Cross.
The function of the Alien Property CusWHEN
the American National Red
todian is to act as the common law trustee
Cross asked for help in putting its
for all property which comes into his hands
accounts in shape to be audited by the War
for administration. The Act, as regards the
Department, the firm offered its service
Custodian, requires further "that all moneys
gratis as a contribution to the cause.
(including checks and drafts payable on deMr. Simson left for Washington on Janu- mand) paid to, or received by the Alien
ary 22, where he has since been engaged Property Custodian shall be deposited forthupon the work.
with with the Treasurer of the United
Under Mr. Simson's direction the records States, and may be invested or re-invested
for the six months ended December 31, by the Secretary of the Treasury in United
1917, showing receipts of $40,151,629.26 States bonds, or United States certificates of
and disbursements of $35,452,546.06, are indebtedness."
being re-written in order to make possible
Copies of the circular of information rean audit by the War Department. This, it lating to the organization and operation of
is hoped, will give the Red Cross a clean bill the work of the Alien Property Custodian,
necessary to its successful continuance as an together with copies of the forms on which
institution supported by the public.
reports of enemy property are required to be
made to the Custodian, will be found in our
library.
Alien Property Engagement.
T H E members of the staff will no doubt
be interested to learn that we have been
retained by Hon. A. Mitchell Palmer, Custodian, to direct and supervise, through one
of the partners, the operation of the Bureau
of Audits of his office and to perform such
field services as may be assigned to us from
time to time "for the audit or examination
of, and report upon, the accounts of reporters, enemy or ally of enemy, liquidators,
depositaries, etc., etc."
Mr. Dunn will represent the firm in this
engagement, and during the course of the
engagement will spend most of his time in
Washington.

Suggestion Box.
T H E R E has been placed in the library at
the New York office a box for the purpose of receiving suggestions. It is hoped
that you will avail yourself of the opportunity to make any suggestions which may
occur to you. They may relate to yourself,
your work, the work of the firm, conditions,
relations, methods, or anything you may
desire to communicate. They will receive
consideration; if possible, adoption. Communications from offices other than the New
York may be addressed, "Haskins & Sells,
30 Broad Street, New York, Suggestion
Box."
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Looking Into the Future
S E V E R A L years ago a man in conversation predicted that the people of the
United States would some day feel the pinch
of food scarcity. The other party to the
conversation laughed.
Who would have believed ten years ago
that a large part of the civilized world would
to-day be engaged in war? Who would have
believed two years ago that the railroads of
the country would now be operating under
government control?
Wise men are they who can predict what
will happen after the war. Foolish are they
who attempt to prophesy. The man without any imagination is doomed to be a
plodder. The country which waits to do
things until the economic necessity arises
rather than because a scientific program so
dictates is lacking in foresight.
The close of the war will probably see a
new situation. There will be international
relations which we shall find strange.
Economic adjustment will be necessary.
Capital will be needed for reconstruction
purposes in Europe and for the new enterprises engaged in the conduct of foreign
trade. The employment of capital in this
country will have to undergo a rearrangement in order to become adapted to the demands of industry.
Labor also will require readjustment.

Those who return from the war must needs
be received into the industrial organization.
The unfortunates who will be maimed must
be fitted into new vocations.
Reaction from self-denial of the creature
comforts during the war will probably bring
about an increased demand for luxuries
which will develop into extravagance. The
boom which followed the Civil War, and by
which wars are usually followed, will probably materialize after this war is over.
If one prophecy may be permitted it is
that altogether there will be great activity
demanding the services of the accountant.
"Cost-plus" contract experience during
the war may have stimulated a desire for a
greater knowledge of, and more precision
in, cost keeping.
Large and involved adjustments, between
the government and private enterprises,
growing out of government control may
arise.
Taxation may increase in amount and
point of complication and demand greater
attention.
Foreign trade; the transition of capital
from a war to a peace basis; the financing
of Europe's reconstruction and development; all will bring their problems.
We should fit ourselves for the duties and
responsibilities to come.
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= 5% ($100.00 —$5.717154)
= 5% X $94.282846 = $4.7141423
Net Income (I) $100.00
Taxes ( T )
5.717

April

WHEN
certain companies made arrangements to share profits, in the form of a
bonus, with employes, and designated for
the purpose of arriving at the amount a per94.283
centage to be applied to the net income, they
.05
did not have sufficient regard for the possibility of income and excess profits taxes.
With the income tax as one unknown B = 5% (I — T ) $4.71415
quantity and the bonus as a second unknown
Formula for computation of bonus based
quantity, both when ascertained to be considon net income remaining after deduction of
ered as expenses, two formulae, as presented
both income tax and the bonus.
below, have been worked out by our tax department. A reliable formula, involving a
$100.00 = income before deducting either
third unknown quantity, namely, the excess
tax or bonus
profits tax, has not yet been worked out.
X = amount of bonus
Y = amount of taxes
Formula for computation of bonus based
on net income remaining after deduction of
Y = .06 (100 — X . )
income tax and before bonus is deducted.
X = .05 (100 — X — Y )
I = Net income before deducting Bonuses
100Y = 600 — 6X
and Income Taxes.
100X = 500 — 5X — 5Y
B = Bonuses.
T = Income Taxes.
100Y = 600 — 6X
B = 5%(I— T)
100Y= 10,000 — 2100X
T = 6% (I — B)
B = 5% [I — (6% [I — B]) ]
0 = 9400 — 2094X
B = 5% [I — 6% I + 6% B]
B = 5% I —5% X 6% I + 5% X 6% B
94 (100)
B = 5% X 6% B = 5% l —5% X 6% I
X =
4.489016
.997 B = .047 I
2094
Y = 6 — .06X = 6 — (.06 X 4.489016) =
6 — .26934096 = 5.73065904
PROOF
Let I = $100.00
PROOF
.997 B = .047 X $100 = $4.70
Original Income
$100.00
B = $4.70
Bonus
4.49
$4.7141
.997
95.51
T = 6% (I — B )
Tax @ 6%
5.73
= 6% ($100.00 — $4.7141)
89.78
= 6% X $95.2859 = $5.717154
Bonus @ 5%
4.489
B = 5% (I — T )
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Division of Mechanical Devices
IF the mechanical devices for making office
records were taken off the market it
would be a serious calamity.
To obtain present-day records using penand-ink. methods would be about as practicable as manufacturing without steam, electricity, and machinery.
There are many office devices being successfully used. They never tire. They
work with as much speed and accuracy at
6 P . M . as at 8 A . M. With their aid the
operator does more work. They provide
legibility and convenience for those using
the records. Through the skill of the systematizer more work is daily being applied
to them. No modern method can be installed without their use. They have established their worth. They are indispensable.
Our clients, financiers, manufacturers,
and office managers have proved their confidence in them. Their uses are of vital interest to the public accountant. We need
this knowledge in our work. Mr. Track is
obtaining it, as is indicated by the following
discussion.
Taking office appliances generally, there
are three elements to consider, viz., the operator, the machine, and the work applied.
In order to gauge the value of the device
in these respects each device examined is
being submitted to the following tests:
T H E OPERATOR:

Must she be skillful?
Must she be especially trained?
Must she have a knowledge of bookkeeping?
What salary does she command?
Can she be easily replaced?
Is the office force so small that only she
operates the machine?
T H E MACHINE:

1. Is it easy or tiresome to operate?
2. Is it portable?

3. Is it flexible enough to do a variety of
work?
4. Is the active mechanism exposed or incased?
5. Is it easily put out of order?
6. What mechanical "fool proof" arrangements has it; or are none required?
7. How are errors corrected?
8. How many operations are required on
the average item or calculations?
9. Can mechanical adjustments or repairs be made by mechanics other than
those in the dealers' service?
10. How near is the service station?
11. Are supplies controlled or sold in the
open market?
12. Is the machine as fast as the operator, or are there waits in operations?
13. Do special features or attachments
retard or increase the speed of the machine,
and how much?
14. What is the life of the machine, the
salvage, and the cost per year?
15. To what extent does the manufacturer guarantee the machine?
16. Does the machine indicate results by
individual operations, or are the intervening
figures suspended until the final result is
shown?
17. Is it a single keyboard machine?
18. Does it typewrite?
19. Does it add?
20. Does it subtract direct, or by use of
complements?
21. Does it divide as by table or by use of
reciprocals or complements?
22. Does it multiply as by table or by
successive additions?
23. Does the machine print the totals, or
are they copied and typed by the operator?
The questions were not written in the sequence of importance, but were numbered
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for reference to the following comments in
connection with some of the questions:
No. 7: A study of machine work is not
complete without considering errors. In
manifold work on round platen typewriters
sheets cannot be conveniently put back into
perfect registration, and if the correction
cannot be made at one writing, we lose a
proof of having true copies. With some
calculating machines, a problem must be
done all over again in case of error, while
in others the amount of the error is easily
subtracted or added. When witnessing a
demonstration of a machine, one must be
sure to have the corrections of errors in
mind.

April

machine. By printing the total one eliminates errors in transcribing, and does it
more rapidly than by writing.
WORK APPLIED

To arrange a series of questions on work
applied to machines is impracticable. All
kinds of records are made on machines.
Our object is to obtain as nearly as possible
the percentage of the burden the machine
carries. The principle can probably be best
described by a few illustrations.
An adding-listing machine, listing paid
checks to be returned to a depositor, carries
about 90% of the burden. The operation
of the machine is most simple, and any ordinary boy or girl can set the keys and pull
No. 8: By Operations is meant putting
the crank, and the machine gives the desired
paper into the machine, bringing it to the
results.
writing line, spacing, tabulating, etc. In a
However, with a ledger posting machine,
calculating machine, the term refers to setalthough
it accomplishes more, the machine
ting figures and decimal points, moving the
carries
less
of the burden. The work apcarriage and turning the crank, etc., for the
plied
to
such
machines demands not only
average calculation.
intelligent, but also specially trained operaNo. 13: In adding machines, the printed tors.
list of the items is gained at the expense of
Will the volume of the work under contime. In adding typewriters of the key opsideration keep the machine in use all day?
erating type, the numerical keys are slower
If so, a machine designed especially to do
and harder to depress. The key "9" is the
that kind of work should be used, and if
most difficult to depress and an even typenot, a more flexible machine would be of
writer touch is lost with adding attachmore service.
ments of that type.
The burden carried by a machine can, at
No. 14: It is hard to determine salvage. times, be increased as, for instance, in the
Most manufacturers have a graduated scale case of billing adding machines. The addbased on the age of the machine, and some ing mechanism may be only adding the
manufacturers trade only in machines of items, but when billing from extended ortheir own make. A "trade-in" is an allow- ders, one proves the addition and checks
ance gained when buying a new machine to against the omission of items and the incorreplace the old one.
rect transcribing of figures. In the first
No. 15: The written guarantee of most method, there is no check; in the second,
manufacturers does not cover what one errors are detected before completing the
would expect from such a document; but billing.
the manufacturers assume a moral obligaUnless forms in use were originally intion, which if fulfilled by local offices, is tended for typewriting the rulings do not
very fair to the purchaser.
usually conform with machine spacing. It
No. 23: Printing the total refers to the is advantageous to use forms with no horioperation as done by the Burroughs listing zontal rulings.
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All adding typewriters space ten spaces
to the inch. When drafting forms the
spaces allotted to dates or addresses should
be kept out of adding zones whenever possible.
Posting mediums when used with typewriting machines must be readable from a
sitting position. How the work is routed
to the machine must also be considered.

Foreign Exchange
RELATIONS
with foreign countries
growing out of war activities have
caused the accountant to brush up on his
knowledge of foreign currency. The development of foreign trade from now on
will carry with it a need to know considerably more about the accounting for foreign
exchange than we now do. Our comparative lack of foreign relations such as the
geography of Europe imposes on the countries thereof has caused us heretofore to
have little need for the knowledge. This
country will occupy a new place in the commerce of the world when the mercantile
marine born of the necessity for maintaining our troops abroad shall have settled
down into the humdrum of peaceful pursuits. As accountants we shall be forced to
study foreign exchange if we hope to take
our place in the new era.

Changing Your Address
T H E firm maintains an address card containing the names, addresses, and telephone numbers of the members of the firm,
office managers, and heads of departments.
The purpose of such card is to afford quick
communication in case of necessity.
A general finds difficulty in directing the
operation of his forces if he doesn't know
where they are located.
No member of the firm or manager
leaves the office without letting the Secretary
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know where he is going. It is not a coincidence. It is premeditated.
The Haskins & Sells organization is a
national one. The administrative office is
closed only a few hours during the twentyfour of each day. Accountancy practice so
organized as to serve the whole country demands such an arrangement of us.
When you change your address it would
help if you would let the Secretary know.
It would also be well, if for purposes of confirmation you would show your address on
time reports.
A Problem
IF you had a problem like the following
what would you do with it?
John Brockton offers to the Canfield
Company in consideration of all the capital
stock of the latter ($300,000) his option on
the physical property and goodwill of a
going concern, with a fairly well known
trade-name. It is further provided that the
property shall be taken subject to a mortgage of $100,000.00.
The offer is accepted. The stock is issued
to Brockton. The property is taken subject
to the mortgage. Brockton donates the
stock to the company to be sold for working
capital. The stock is sold at $25.00 a share.
The directors of the Canfield Company fix
the value of the physical property at
$100,000.00.
You are asked to open the books for the
Canfield Company.
More Space
In order to provide for the needs of our
organization we have taken three additional
rooms on the thirteenth floor of the Johnston Building for the tax department and
the stationery department. The bookkeeping department will also be transferred to
the eighth floor, where two additional rooms
have been obtained. These changes incidentally will make the present stationery
room available for increased library space.
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Enlistments
We regret to announce the loss through
enlistment since March 15 of the following:
C. S. Cook, New York, Navy.
C. B. Dooley, New York, Army.
R. E. Gasaway, Pittsburgh, Aviation Corps.
R. L. Hewitt, New York, Navy.
H. A. Hollopeter, Pittsburgh, Navy.
W. R. Little, New York, Navy.
A. L . Miles, Jr., Baltimore, Naval Militia.

April

diversion in the open to which daylight is
essential.
Coding Engagements
IN order to facilitate telegraphic and cable
references to engagements, the firm has
adopted a plan for giving to each client a
code word. The code word will be found
on the engagement memorandum on the line
with the name of the client. If, for example, you should wish to wire with regard
to matters of the "Burland Refrigerating
Company," the code word for which might
be "Bureco," you would refer to it as
Bureco.

Details
T H E rendering of a report by the firm to
a client is a cooperative affair. It begins
with the taking of the engagement. It ends
with the delivery of the report. The intervening steps are the assignment of the enBook Reviews
gagement to the accountant; the field work;
May, I. A. Street Railway Accounting.
the preparation of the report in the rough;
A Manual of Operating Practice for Electhe typing; the comparing and proving; the
tric Railways. (New York. Ronald Press.
signing. In order that the report as a whole
shall be a success each person who has any- I9I7. 454 p.)
A book which is carefully prepared and
thing to do with it must do his part well.
complete
usually makes a good impression.
If you use a number four pencil in preparing
It
is
perhaps
the precision of statement as
the report in the rough so that the typist has
much
as
anything
that leaves the casual
difficulty in reading your writing and making out your figures, you are impeding the reader of this book with a feeling of satisprompt delivery of the report. If you would faction.
One sometimes hears that the Interstate
use a number two pencil this would be
Commerce Commission has left little opporremedied.
tunity for individual initiative in the keeping
of street railway accounts. The author of
Saving Daylight
"Street Railway Accounting" proves conON Sunday, March 31, at 2 A. M., the clusively that the Commission has left plenty
clocks of the country were set forward to the respondent organizations.
an hour. Those who retired an hour earAfter a discussion of the organization of
lier than usual on Sunday evening lost no the accounting department the outline of
sleep. Those who retired at the usual hour working methods is presented, first, that
Sunday evening and arose at the usual mainly without the Comptroller's office, and
hour, according to the clock, lost an hour, second, that within the same. The last part
which if they were to continue this daily is devoted to "additional" forms. The use
schedule with regularity, would not be re- of the word "additional" is quite necessary
gained until October 31st, when the clock since the book is profusely illustrated with
will be set back.
forms of all kinds.
Daylight should mean more to the acSaliers, E . A. Financial Statements
countant than another hour each day in
which to check and foot. It should mean Made Plain. (New York. Magazine of
an added hour for exercise, recreation, or Wall Street. 1917. 96 p.)
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This is an interesting little book which
may be slipped into the pocket and read in
snatches. It is written in the style so popular with readers who like to be entertained
as well as informed. Having in mind the
point of view of the investor, the author
analyzes and discusses in seven chapters the
income statement and balance sheet; functions of funds and reserves; depreciation;
elements entering into the promotion of
financial policy. Almost anyone except a
hypercritical accountant would profit from
a reading of the book.

the summary card is to be retained; the
duplicate forwarded to the company for
statistical compilations from which, presumably, to revise, if necessary, the initial
budget percentages suggested by the company.
The account envelope, made of light cardboard, is especially clever. It is ruled to
provide on one side for a simple cash account; on the other for a distribution over
the six classes of expense, "food," "operating," "home," "clothing," "advancement,"
"incidentals" and a summary for comparison with the budget. The envelope is open
at the top, without flap, and is intended to
Babcock, G. D. and Trautschold, Regi- serve as a receptacle for invoices or cannald.
The Taylor System in Franklin celled vouchers.
The income tax is now so far reaching as
Management. (New York, Engineering
to
leave few persons who do not find need
Magazine Company. 1917. 245 p.)
for
some sort of personal account keeping.
When the late Dr. F. W. Taylor wrote
It
would
be only a step from account keephis book on Scientific Management it was
ing
for
income
tax purposes to the sort
read with great interest. The interest was
which
this
system
suggests.
sustained to the end, but the reader was at a
Its
general
use
in this country would
loss when he attempted to find anything but
make
possible
statistics
of a national chargeneralities.
Dr. Taylor's book "Shop
acter
so
highly
desirable
when a nation
Management" which followed supplied what
wishes
to
prepare
for,
or
engage
in, war.
was lacking, namely, the application of the
principles.
The book under review shows the application of the principles to a specific orAdditions to the Library, March, 1918
ganization, that of the H . H . Franklin
Manufacturing Company. It is not only an
Acceptances
interesting and instructive book but it has
Guaranty Trust Company of New York. Acmuch of value to the accountant who aspires ceptances; address by W. G. Avery, March 7,
to something more than narrow specializa- 1918. 5 p.
Irving National Bank. Trade acceptance progtion in the technique of his own profession. ress; addresses and discussion by American
bankers and business men at open trade acceptance meetings, under the auspices of New York
Credit Men's Association and American Trade
Acceptance Council. New York, November 22Account23, 1917.
108 p.

The Ideal System of Household
ing. (Keene, New Hampshire. The Keynart Company.)
"Accounting simplified" might appropriately be the slogan of the company which
offers this device to the public. The system
consists of two instruction cards; twelve
account envelopes (one for each month) ; a
summary card in duplicate. The original of

Accounting
Belding, A. G. Accounts and accounting practice. New York, American Book Co., 1918.
224 p.

Bentley, H . C. Science of accounts; a presentation of the underlying principles of modern
accounting; designed as a work of reference for
accountants, and as a text-book for advanced
students of accountancy. New York, Ronald
Press, 1913. 393 p.
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Charlton W. H . American mine accounting;
methods and forms employed by leading mining
companies. New York, McGraw-Hill Book Co.,
1913.

367 p.

Cox, H . C. Classified C. P. A. problems and
solutions—1915. New York, Ronald Press, 1916.
414 p.

April
Foreign Exchange

United States.—Federal Reserve Board. Foreign exchange and other related transactions; executive order of the President dated January 26,
1918. Washington, Government Printing Office,
1918.

16 p.

United States.—Federal Reserve Board. InGilman, Stephen.
Principles of accounting.
structions to dealers as defined under executive
Chicago, L a Salle Extension University, 1916. order of the President of the United States, dated
415 p.
January 26, 1918. Washington, Government
Kester, R. B. Accounting theory and practice;
Printing Office, 1918. 20 p.
a first year text. New York, Ronald Press, 1917.

Income Tax

607 p.

Klein, J. J. Elements of accounting, theory
and practice. Ed. 2, revised. New York, D. Appleton & Co., 1916. 422 p.
May, I. A . Street railway accounting; a manual of operating practice for electric railways.
New York, Ronald Press, 1917. 454 p.
Mitchell, T . W. Accounting principles. New
York, Alexander Hamilton Institute, 1917. 396 p.
Saliers, E . A . Financial statements made plain;
written for investors. New York, Magazine of
Wall Street, 1917. 96 p.
United States.—Agriculture, Department of. A
system of accounting for fruit shipping organizations; by G. A . Nahstoll and J . R. Humphrey.
Washington, Government Printing Office, 1918.
60 p.

Auditing
Bentley, H . C. C. P. A. auditing questions to
January 1, 1914; comprising all the available examination questions in auditing that have been
set by C. P. A. examining boards to December
31, 1913. New York, Ronald Press, 1914. 247 p.

Equitable Trust Company of New York. Income tax guide and record book. New York,
1918.

66 p.

Guaranty Trust Company of New York. The
Federal income tax law; Act of September 8, 1916,
as amended; Act of October 3, 1917; with summary of law and regulations relating to individuals, fiduciaries, and partnerships. New York,
1918.

140 p.

Guaranty Trust Company of New York. Income tax law of the United States, including
summary of provisions and regulations affecting
non-resident alien individuals, partnerships, fiduciaries and corporations. New York, 1918. 102 p.
Loomis, Suffern and Fernald. Depreciation and
obsolescence as governed by Federal income tax
regulations. New York, February 15, 1918. 24 p.
Montgomery, R. H . Supplement to Income tax
procedure, 1918. New York, Ronald Press, 1918.
48 p.

Standard Statistics Company, Inc. Standard
manual of the income tax, 1918. New York,
Standard Statistics Co., 1918. 482 p.
—Supplement to Standard manual of the income tax, 1918; forms of return. New York,
Business Correspondence
Standard Statistics Co., 1918. 40 p.
United States.—Treasury Department. InterGardner, E . H . Effective business letters; their
nal Revenue Bureau. Income tax primer prerequirements and preparation with specific direcpared by the Bureau of Internal Revenue for the
tions for the various types of letters commonly
information and assistance of taxpayers. Washused in business. New York, Ronald Press, 1917.
ington, Government Printing Office, 1918. 45 p.
376 p.
United States.—Treasury Department. Internal Revenue Bureau. Regulations No. 33 (reCommerce
vised) governing the collection of the income tax
Day, Clive. A history of commerce. Ed. 2.
imposed by the Act of September 8, 1916, as
New York, Longmans, Green & Co., 1916. 640 p. amended by the Act of October 3, 1917. Washington, Government Printing Office, 1918. 199 p.
Cost Accounting
United States.—Treasury Department. Internal Revenue Bureau. Regulations No. 41 relative
Scovill, C. H . Cost accounting and burden application. New York, D. Appleton & Co., 1917. to the war excess profits tax imposed by the War
Revenue Act, approved October 3, 1917. Wash328 p.
ington, Government Printing Office, 1918. 56 p.

Efficiency Methods
Babcock, G. D., and Trautschold, Reginald.
The Taylor system in Franklin management; application and results.
New York, Engineering
Magazine Co., 1917. 245 p.
Leffingwell, W . H . Scientific office management: a report on the results of applications of
the Taylor system of scientific management to
offices, supplemented with a discussion of how to
obtain the most important of these results. Chicago, A. W. Shaw Co., 1917. 260 p.
Tarbell, I. M . New ideals in business; an account of their practice and their effects upon men
and profits. New York, Macmillan Company,
I9I7.
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p.

Passports
United States.—President. (Woodrow Wilson.)
Rules governing the granting and issuing of passports in the United States, January 24, 1917.
Washington, Government Printing Office, 1917,
6 p.

Railroads
American Academy of Political and Social Science.
War adjustments in railroad regulations. Philadelphia, American Academy of Political and Social Science, 1918. (The Annals, v. 76.)
Beymer, W . D. The manibill, the unibill, and
the multibill plans of billing freight. Chicago,
W. D. Beymer, 1918. 24 p.
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Using Your Head
A N Y one who writes well can make good
Unnecessary work, no matter what the
looking working papers. Some of the cause, may have a number of undesirable
best accountants in the profession make the consequences. It may increase the cost of
worst looking working papers. Better a our services beyond reasonable proportions.
poorly written sheet, so long as it is read- It may prevent the doing properly of things
able, which conveys information of value, which are really important. It may make
than a sheet of copper-plate which is mean- the cost of the engagement so high as to be
ingless.
unprofitable. The first two are unfair to
Making good working papers is an art. the client. The third is not good business.
The ideal papers combine information and
The man who spends ten hours filling up
accuracy with neatness and orderliness of sheet after sheet of analysis paper with figpresentation. They tell their story to the ures taken from a subsidiary ledger must
stranger as quickly as to one who is familiar give a good reason for it. I f he uses this
with them. They bear the name of the per- method of verifying a liability when a few
son who made them.
independent calculations would serve the
Success in the preparation of papers is same purpose he is, to put it mildly, ineffinecessarily founded on the proper concept cient.
as to their purpose. Those which might be
Following last year's working papers has
needed for testimony in connection with been the undoing of many a man. The
litigation would naturally go into greater de- papers are supplied with the idea that they
tail than in the case of an ordinary audit. will serve as a means of continuity between
One account may require exhaustive analy- the present and the previous work. A t
sis. Another may need only passing reflec- times they may be used as a general guide.
tion.
Their wise use in this respect is conducive
"Stringing out the work" and "pushing to uniformity and is pleasing to the report
the pencil" are traditional phrases in ac- department. They should never be followed
counting work. They are not synonymous. blindly and without thought.
They are prompted by different motives.
Intelligent originality is a quality much
The former is intentionally dishonest. The to be desired. Thoughtfulness is incumbent
latter is the result of ignorance or thought- upon every accountant who would succeed.
lessness. The result produced in either case M r . Haskins was fond of saying that the
is the same.
highest function of an accountant was to
21
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was that Brockton transferred the property
which his option gave him the privilege of
acquiring. It is somewhat unusual to have
the property taken subject to a mortgage
and then have the directors fix the value of
the property at an amount equal to the
amount of the mortgage, whereas the par
value of the capital stock issued for the
property was considerably in excess of such
amount.
Whether or not the Canfield Company was
ill-advised legally in transacting business
of this importance without duly qualified
directors is aside from the question which
confronts us as accountants. The facts are
as stated, namely, that all the stock was issued for the property, etc. None was, unThe " C a n f i e l d " P r o b l e m
til later, issued to directors to enable them
THERE
appeared in the A p r i l number of to qualify as such.
T H E BULLETIN the following problem:
The Canfield Company parted with in"John Brockton offers to the Canfield
struments the face value of which was
Company in consideration of all the
$400,000. The mortgage of $100,000 was
capital stock of the latter ($300,000)
a distinct liability. The capital stock had a
his option on the physical property and
par value of $300,000. In exchange the
good-will of a going concern, with a
company received property, tangible and infairly well known trade-name. It is
tangible, which must of necessity be equal
further provided that the property
in amount to the mortgage and capital stock.
shall be taken subject to a mortgage of
If the directors fixed the value of the phys$100,000.
ical property at $100,000, the balance of
"The offer is accepted. The stock is is- $300,000 must represent the trade-name and
sued to Brockton. The property is good-will.
taken subject to the mortgage. BrockThe entries covering the transactions as
ton donates the stock to the company
they appear in the problem are as follows:
to be sold for working capital. The
stock is sold at $25 a share. The di- Plant and property. . . $100,000
rectors of the Canfield Company fix the Trade-name and goodwill
300,000
value of the physical property at $100,Mortgage payable
$100,000
000.
Capital stock
300,000
" Y o u are asked to open the books for the
To
record the
Canfield Company."
purchase
of the
physical
property,
The facts as set forth in the problem were
good-will and tradetaken from an actual case. They are in
name
of the Blank
some respects unique. The statement in the
Company acquired
problem relative to the option is true to the
by option through
facts in the case, but what really happened
John Brockton in
"think right." The man who had the courage to spend two days thinking out the
method and plan for a long piece of work
was rewarded by having the results stand
the acid test of use in litigation and obtain
a large judgment for the client.
Good work is the product of careful
thought. Nothing is ever in such a hurry
that opportunity for thought may not be
had. The time required for careful and
thoughtful work may be explained—mistakes and stupidity never.
Before you dash off working papers consider the matter of what you are going to
do with them.

Bulletin
exchange for 3,000
shares (par value of
$100 each) of the
capital stock of the
Canfield Company
and the issue of a
mortgage in the
amount of $100,000,
the value of the
physical
property
having been fixed
by the directors at
$100,000.
Treasury Stock
S u r p l u s from
Treasury Stock.. .
For 3,000 shares
(par value $100 each)
of the capital stock of
the Canfield Company donated to the
company, for the
purpose of raising
working capital, by
John Brockton.
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ings. It is sometimes applied to unissued
stock. It generally means stock which has
once been issued for value and subsequently
acquired.
Unlike unissued stock, treasury stock,
using the word in the true sense, may be
sold below par without any liability attaching for the unpaid portion. Referring to ordinary unissued stock, the Stock Corporation Law (Paragraph 54) makes "a holder
of stock * * * personally liable to creditors
of the corporation to an amount equal to
$300,000
the amount unpaid on his stock, for debts
$300,000 of the corporation contracted while such
stock was held by him."
No such liability follows treasury stock.
Hence one frequently hears of the latter being sold at a large discount or even given
away as a bonus to influence the sale of
other stock.
Treasury stock may be set up in the balance sheet at par or at a nominal value.
Cash . . . . . . . . . . . . . . .
$ 75,000
Surplus from TreasMr. Sells recently, in giving an opinion in
ury Stock.
225,000
a case which involved treasury stock, wrote
Treasury Stock...
$300,000 as follows: "I am of the opinion that, all
Proceeds of the sale
things considered, it would be proper to
of 3,000 shares of
show
the treasury stock on the debit side as
Treasury Stock, sold
at $25 a share; disan item, expressing the number of shares
count charged against
with a nominal value of, say, $1.00, which
"Surplus from Treaswould be credited to profit and loss."
ury Stock."
In handling the matter in this way, enThere is apparently very little to be said
tries two and three as above would be reconcerning the first entry. It seems to be
placed by the following:
self-explanatory.
The interest attaching to the second entry Treasury Stock
$
1.00
takes the form of a question as to what that
Profit and Loss
$
1.00
account shall be called, which is credited For 3,000 shares donated, etc.
when treasury stock is charged. It is known
$75,000.00
by a number of names such as "Working Cash
Surplus from TreasCapital," "Stock Donation Account" and
ury Stock
$75,000.00
"Capital Surplus." Perhaps the most pre- Proceeds of sale of
cise name which may be found for it is "Sur3,000 shares, etc.
$
1.00
plus from Treasury Stock." This title seems Profit and Loss
Treasury Stock
$ 1.00
properly to describe the account from its inTo close out nominal
ception to its close.
accounts for treasThe term "treasury stock" has two meanury stock.
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The balance sheet would not differ in either case and would appear as below:
T H E CANFIELD COMPANY
Balance Sheet—April 30, 1918.

$100,000.00
300,000.00
75,000.00

Liabilities and Capital
Mortgage payable
$100,000.00
Capital stock outstanding....... 300,000.00
Surplus from treasury stock.... 75,000.00

..$475,000.00

Total Liabilities and Capital. .$475,000.00

Assets
Plant and property..
Trade-name and good-will
Cash
Total Assets

Bonus Computations
W e gave in the last number of the Bulletin two formulae for computing bonuses.
The printer in the first formula by using an
equality sign instead of a minus sign made
the line next to the last look somewhat odd.
As it appeared it read—
B=5% X 6% B=5% I — 5% X 6% I.
It should have read—
B—5% X 6%-B=5% I — 5% X 6% I.
W e trust no one was annoyed by the error.
In the next issue we hope to publish a formula dealing with a bonus and excess profits taxes.
M r . Ludlam is serving as chairman of the
Accountants' Section of the National W a r
Savings Committee; also the National Security League.
M r . F . C. Shobe, of the Cleveland staff,
sailed recently for France to take up his
duties on the staff of General Pershing.
M r . Shobe has been assigned to special accounting work. H i s appointment came without any influence and is attributable to his

general moral character, qualifications and
attention to his duties as a soldier while in
training at Camp Sherman, Ohio. The
Cleveland office is justly proud of the appointment.
The following members of the staff have
severed their connection, or "entered the service" since the publication of the last bulletin:
Barley, Fred, New York—Otrophon
Steamship Company.
Buxton, S. H . , New York—Army.
Chaplin, W . F., New York—Emergency
Fleet Corporation.
Daub, F . W . , Cleveland—-Army.
Fairlie, H . O., San Francisco—Service of
Great Britain.
Hathaway, J. E . , New Y o r k — J . Aron &
Company, Inc.
Hjertberg, H . , New Y o r k — U . S. Mortgage & Trust Company (Auditor.)
Parker, T. S., New Y o r k — U . S. Shipping Board.
Seibel, H . R., New York—Navy.
Shobe, F . C., Cleveland—Army.
Wells, J. F., Detroit—Army.
Wuerz, Robert, New York—Resigned.
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Division of Mechanical Devices
Ledger Posting by Machinery
MANY
of us have witnessed the broadening of accounting methods during
the past twenty-five years. W e have carefully studied and devised plans to meet the
requirements for the control and guidance
and safe conduct of big business. Twentyfive years ago a million dollar corporation
was considered a big business. Today we
have corporations spending vast amounts
each year for office records.
The office appliance industry of today
has an interesting history in connection with
the growth of business and has done much
toward getting data without an amount of.
expense inconsistent with good management. The investment in the industry is
probably more than one hundred million
dollars. With the present scarcity of clerical help the mechanical devices are in
greater need than ever before. Who would
have thought, years ago, that bookkeeping
would ever be done by machinery? It is
now being done i n many offices.
Probably the most advanced work applied
to machinery is ledger posting on adding
typewriters. There are several adding typewriters and some adding listing machines
equipped to do ledger posting, but explanation here will be made only of how the work
is done by the most advanced type of adding typewriters in comparison with pen and
ink methods, and the results obtained.
It is easily seen that with a typewriter
one can head up a loose leaf ledger sheet
with name and address, post the date, folio
and amount, and write the descriptive matter, and if that were all that could be accomplished nothing perhaps but legibility would
be gained and that at a sacrifice of speed.
The typewriter itself, therefore, would not
induce a business man to do ledger posting
on a machine.

In the early development of the bookkeeping machine, the typewriter was equipped
with two adding registers, so set as to add,
the debit and credit postings. The operator
could make a comparison at any time between
the amounts posted as shown in the adding
registers, with the pre-determined amount
of the posting medium. If the totals agreed
it was accepted as a mechanical proof that
all amounts were correctly posted. The
posting to the correct account is another
matter. W i t h this equipment the mechanical proof was gained without additional
time or effort. The adding registers were
set in their respective adding zones, that is,
over the money columns, and when posting
debits or credits the adding registers were
simultaneously engaged.
This original
ledger posting method did not give one the
balances at the end of the month. The
work of balancing the individual accounts
was left to be done after completing the
month's business. The desire to relieve this
congestion and meet the business man's wish
to mail his statements on the first of the
month required further results. These results are now being obtained by mechanically computing new balances at each posting. These new balances are obtained by
additional effort and time. The machine is
equipped with two additional registers, making four all told, and a cross-footer. Computing a new balance requires the writing
of the old balance to which a debit or credit
posting is added or subtracted in the crossfooter. When copying the new balance
from the cross-footer it automatically subtracts the amount, and if correctly copied
the cross-footer is cleared. As a mechanical
"fool-proof" arrangement they have added
a key which can only be depressed when the
cross-footer is cleared. The key prints a
star which is treated as a symbol of audit.
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On the form used for mechanical ledger
posting one has four money columns as per
illustration below.
This form is designed for a combined

May

old balance and new balance as shown in
the registers agrees with the difference between debit and credit registers, it is proof
that all registers have added correctly.
ACCOUNT NO.

RATING

NAME

LIMIT

ADDRESS

OLD

FOLIO

DATE

DESCRIPTIONS

BALANCE

statement and ledger system. The statement is perforated on the line between the
folio and date column and the left side torn
off before mailing to the customer. It may
also be perforated so as to tear off the New
Balance column, but this necessitates the
copying of the balance and a true copy of
the ledger is destroyed.
These columns are not always in the
same position as in the illustration. It is
sometimes considered best to have the old
balance column next to the new balance.
With the complete ledger posting equipment there is obtained a proof of the debit
and credit postings together with balances
for each account, so that statements can be
mailed immediately after making the last
posting.
If the difference between the totals of the

DEBIT

CREDIT

NEW
BALANCE

However, there is no proof that the old balances have been picked up correctly, but
this offers no more excuse for not adopting
the machines than because typewriters do
not spell correctly.
Ledger posting by machinery is more interesting to the clerk on account of its proving features. The drudgery of aimlessly
posting all month and later seeking errors
is greatly reduced by proving each day's
work. This line of work has opened up a
new vocation. The field is occupied largely
by women, some of whom are capable of
making sixty postings an hour.
The postings on statements and proof
sheets is sometimes combined in one operation with the ledger posting. The machine
may be used for other purposes which will
probably suggest themselves.
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This volume, however, approaches the
subject from a point midway between acScovill, Hiram T. Farm Accounting.
counting and engineering and treats but
(New York. D. Appleton & Co., 1918.
briefly the management side of the question.
429 p.)
The essential topics treated are: the clasThe available data on the subject of farm
sification and discussion of plant accounts;
accounting, up to the appearance of this
the labor factor-—both as to its relation to
book, was somewhat meagre, consisting as
product and as to its control (with a chapter
it did of bulletins and brochures dealing
on mechanical time recording devices); the
with the preparation of farm statistics or
accounting for purchases and stores, and the
discussing some special branch of the subanalysis of shop expenses.
ject.
Although the topics are treated in an inThe author, after a wide experience in
teresting and at times a semi-popular manfarming communities, has prepared a book
ner, it is a book for those who are already
which appears to have two main purposes;
familiar with general cost work.
first, to simplify bookkeeping and render it
In connection with the subject of interest,
intelligible to farmers who have not had the
it is worth noting in passing that the author,
benefit of any commercial training and who
contrary to the views of most engineers
can grasp the technicalities of the subject
who have discussed the subject, is opposed
only if it is presented in a common sense
to the inclusion in costs of interest on inmanner, and, second, having laid this
vested capital.
foundation, to discuss transactions peculiar
A n index which is complete and compreto agricultural operations, and to suggest the
hensive
adds to the value of the work.
method of making the original record of
them, types of accounts to take care of
them, and statements to express them.
Walker, Frank R. Practical Cost KeepThe first part is of interest not only to
ing
for Contractors. A Book Giving a Systhe farmer but to any one beginning the
tem
of Accurate Cost Keeping and the
study of bookkeeping; the second part (emMethods
Used for Adapting it to A l l Classes
braced in chapters on "Special Accounts and
of
Construction
Work. (Chicago. Frank
Entries" and "Cost Accounting") is of
R.
Walker,
1918.
275 p.)
value to the accountant handling a farm enAnother
essentially
practical book on cost
gagement as well as to the farmer who is
systems
for
a
special
industry. Giving but
endeavoring to operate scientifically.
the
briefest
comment
on
the theory of cost
A bibliography on farm accounting and
accounting,
the
book
proceeds
to an exhausallied subjects is included.
tive analysis of the labor operations and material used in construction work, and in the
body of the treatise reproduces special
Ficker, Nicholas Thiel. Industrial Cost
forms for cost finding in all the varieties of
Finding. (New York. Industrial Extenconstruction work, and gives specific insion Institute, 1917. 511 p.)
structions for their use.
Cost accounting is a subject which may
be viewed from the accounting, the engiSmith, Clarence G. Cost Accounting for
neering and the managerial points of view. Oil Producers. (Washington, (Department
The accountant normally emphasizes the of the Interior), Government Printing Offirst and third, the engineer the second and fice, 1917. 120 p.)
third, and the management specialist. the
W i t h a thoroughness which one has come
third only.
to expect in the Bulletins of the Department
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of the Interior, this pamphlet discusses the
application of accounting to the technical
requirements of oil producers. Although
the title is "Cost Accounting." the general
accounting for the oil industry is the main
topic discussed. The balance sheet and income and profit and loss accounts, with an
analysis of what should be included in them,
specimen balance sheets and income statements, a discussion of the general books of
account with supporting forms and a particularly interesting discussion of depreciation and depletion are the topics of general
accounting interest covered. Cost accounting is emphasized in chapters on the accounting for labor and material and cost
statements.
The nature of the industry with its single
unit product makes the author's treatment
of the subject a logical one.
Morey, Lloyd and Castenholtz, William
B. C. P. A. Problems and Solutions. (Chicago.
L a Salle Extension University,
1918.)

A collection of eighty problems, chiefly
from C. P. A . examinations, covering the
organization, operation, combination and
dissolution of business enterprises under
various forms of legal organization, together with problems on special topics such
as the income and excess profits taxes.

Additions to the Library, April, 1918
Accounting
Morey, Lloyd and Castenholz, W . B. C. P. A.
problems and solutions. Chicago, L a Salle Extension University, 1918.
Scovill, H . T. Farm accounting.
New York,
D. Appleton & Co., 1918. 429 p.
Cost Accounting
Ficker, Nicholas Thiel. Industrial cost-finding.
New York,
Industrial
Extension
Institute
(c1917), 511 p. (Factory management course, v.
10.)
United States. Department of the Interior.
Cost accounting for oil producers, by Clarence G.
Smith. Washington, Government Printing Office,
1917. 123 p. (Bulletin 158. Petroleum Technology 43.)
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Walker, Frank Rabold. Practical cost keeping
for contractors; a book giving a system of accurate cost keeping and the methods used for adapting it to all classes of construction work. Edition 2, revised. Chicago, Frank R. Walker, 1918.
275 p.
Denham, Robert S. Manual of cost engineering and estimating for paper box manufacturers,
with addenda by Joint Cost Committee. Cleveland, R. S. Denham, 1917. 316 p.
Harvard University. Bureau of Business Research. Operating expenses in the wholesale
grocery business. Cambridge, Harvard University
Press, 1917. 8 p. (Bulletin No. 9.)
Factory Organization
Jones, Edward D. The administration of industrial enterprises, with special reference to factory
practice. New York, Longmans, Green & Co.,
1917. 442 p.
Foreign Trade
Guaranty Trust Company of New York. Banking service for foreign trade. New York, Guaranty Trust Company (c1918). 10 p.
Income Tax
United States. Library of Congress. Legislative Reference Division. The excess profits tax
of Great Britain; excess profits duty of Great Britain in the British budget for 1915, and the business profits war tax act of 1916, of Canada, together with an abstract of the excess profits laws
of various countries. Washington, Government
Printing Office, 1917. 35 p. (Senate Committee
Print.)
Law
Collier, William Miller. The law and practice
in bankruptcy under the National Bankruptcy Act
of 1898; eleventh edition by F. B. Gilbert. A l bany, N . Y., Matthew Bender & Co., Inc., 1917.
1671 p.
Conyngton, Thomas, and Smart, E . A . Business law; a working manual of every-day law.
New York, Ronald Press Company, 1918. 535 p.
Crawford, John J . The negotiable instruments
law . . . the full text of the law as enacted, with
copious annotations.
Edition 4.
New York,
Baker, Voorhis & Co. 1916. 290 p.
Profit Sharing
Burritt, Arthur W., and others. Profit sharing;
its principles and practice; a collaboration. New
York, Harper & Brothers, 1918. 328 p.
United States. Department of Labor. Bureau
of Labor Statistics. Profit sharing in the United
States, by. Boris Emmet. Washington, Government Printing Office, 1917. 188 p. (Bulletin No.
208; miscellaneous ser. No. 13.)
Railways
Shonts, Theodore Perry. The new traction
problem; reprint from the New York Sun of
March 10, 1918. 28 p.
United States. Interstate Commerce Commission. Interpretations of accounting classifications
prescribed by the Interstate Commerce Commission for steam roads; in accordance with Section
20 of the Act to Regulate Commerce. Effective
on January 1, 1918. Washington, Government
Printing Office, 1918. 91 p. (Accounting Bulletin 15. Supersedes Accounting Bulletin 10.)
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In Retrospect

J

U L I A N W E S T fell asleep May 30, 1887.
He awoke September 10, 2000. A t
least such is the experience ascribed to him
by Edward Bellamy in his bo'6k called
"Looking Backward."
Accustomed to insomnia M r . West had
constructed in the cellar of his house a sleeping chamber hermetically sealed, except for
a pipe communicating with a windmill on
the top of the house which insured the renewal of air.
When his wakefulness continued too
long at a time he was wont to call in a
mesmerist who through the practice of his
art was able to induce sleep.
The awakening process was left to a manservant who had been taught by the mesmerist to perform the manipulations necessary to restore the patient to consciousness.
On the occasion which gave rise to his
long slumber Mr. West had been put to sleep
as usual, with instructions to his man Sawyer to awaken him at nine o'clock the following morning. What happened during
the night was never disclosed. Presumably
the house burned, destroying the faithful
Sawyer, thus preventing his master's whereabouts from becoming known.
When finally discovered, one hundred
and thirteen years later, by a learned doctor,
the excavation for whose house occasioned
the discovery, he was received into the doc29

tor's household. Much pleasure was derived by both men from exchanges of information concerning the respective periods
with which each was familiar.
Some of the changes which M r . West
found, according to the book, in the year
two thousand do not seem so strange to us
now as they must have done to those who
read the two hundred thousand copies which
were printed about the year eighteen-eightynine.
There was national organization of industry instead of private enterprise. Yet
Bellamy knew nothing of railroad, coal and
food administrators and the recently organized "Federal Express Company."
Society was so organized that the individual underwent the educational process
from the age of six to the age of twentyone. He, or she, served in the industrial
army from twenty-one to forty-five, when
retirement came. The balance of one's life
was spent in rest, recreation, travel, study,
or the pursuit of "hobbies."
The industrial army was employed in production and distribution. Production was
controlled and regulated according to the
needs of the country. Distribution was effected through a system of central warehouses and ward stores.
Money was unknown. Incomes were predetermined and assigned to all in equal
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amounts. A credit card took the place of
money.
Transfers of value were made
through a "simple" system of book accounts.
From a central station, music, rendered
by the most celebrated artists, was distributed by a telephonic device. One had
only to turn on a switch at any hour of the
day or night to be thus entertained. Sermons by eminent divines might be heard in
the same way.
Domestic servants were unknown. Public laundries, kitchens, and dining places supplied the domestic needs of society. In
short the whole country was on a coöperative basis.
The millenium has not yet arrived. The
peaceful relations of the great nations of
Europe are not "assured by an international
council which regulates the mutual intercourse and commerce of the members of
the union." The time is not yet when "the
value of a man's service to society fixes his
rank in it." One is struck forcibly, however,
by the fact that the book contains so little
which is inconsistent with the progress
achieved since it was written. A l l that it
portrays has not come to pass. It contains,
no doubt, many promises for the future.

Contingent Liabilities
THE

traditional contingent liabilities of
the past have been those pertaining to
accommodation endorsements and notes receivable discounted.
When Smith wanted to borrow from the
bank and the bank wanted an endorser,
Smith went to Jones and got him to endorse as a matter of accommodation.
A l l went well as long as Smith paid when
the note fell due. In the meantime there
was always the possibility that he might fail
to do so. In such event Jones would be
called upon to satisfy the bank. The contingent liability would become a real liability.
Business organizations which take notes

June

from customers and discount the notes have,
in the same way, a contingent liability until the notes are paid.
The "Liberty Loans" have brought with
them possibilities for contingent liabilities;
Many public spirited business concerns have
subscribed to the loans on behalf of employes. In other words employes have subscribed with the understanding that if for
any reason they should be unable to complete the installment payments, the employer
would take over the subscription. There
is in such cases a contingent liability on the
part of the employer which should not be
overlooked.
The inauguration in 1914 of the Federal
Reserve Bank System brought with it an
instrument, common in Europe but little
used in this country, namely, the "trade acceptance."
Trade acceptances, ordinarily, do not, in
their relation to the financial condition of
a company, differ from notes payable. They
may not be used for purposes other than
agricultural, industrial or commercial. They
are drawn by the seller on the purchaser;
accepted by the latter when he receives the
goods; may be taken by the seller to the
bank and discounted or sold. They help to
make elastic the credit system in that they
may be re-discounted with the Federal Reserve Bank. Their use under ordinary circumstances results in the creation of a real
liability on the part of the acceptor.
In certain industries, cotton for instance,
trade acceptances are beginning to be used in
a somewhat unique way.
The grower, or in many cases his representative, the commission man, puts the cotton in a warehouse. Incidentally it may be
said that the Federal Reserve Banks have
done much to raise the standard of warehouse conditions and practices. The grower, using the word as a representative term,
obtains from the warehouse a warehouse
receipt.
The grower next obtains from some mill
having a satisfactory financial standing, ac-
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ceptances dated so as to correspond to the
(weekly) consumption needs of the mill and
payable at some future time.
The grower now takes the warehouse receipts and acceptances to the bank and gets,
in effect, the money for his cotton.
The bank releases the warehouse receipts
to the mill as the datings on the acceptances
mature.
In the interim between the time of executing the acceptances and the datings thereon there is a contingent liability on the part
of the mill. There is of course on the other
hand the contingent asset in the form of cotton deposited in the warehouse. The value
of the asset depends, however, on the fluctuation of the spot cotton market.
Transactions such as the above frequently are not recorded on the books. They
grow out of contracts for future deliveries
and the introduction of the trade acceptance
into the situation does not alter the situation in any way. The acceptance is merely
an instrument in the accomplishment of the
contract.
Opinions may differ as to the propriety
of setting up the contingent asset and contingent liability. The way one feels in the
matter of booking contracts for future execution, or commitments generally, must
govern in the present case. The auditor
naturally will not criticize the client for having too much information on the books. The
auditor should not fail, lest he suffer criticism, to note contingent liabilities such as
the above at the foot of the balance sheet.
The use of the trade acceptance is increasing. According to the Federal Reserve Bulletin, May, 1918, "Between N o vember 20, 1917, and March 4 of the present year, acceptance liabilities of the national banks increased from 153.6 to 230.2
millions, or about 50%. * * * Acceptances held by the Federal Reserve Banks
* * * show a substantial increase from
209.9 on November 23, 1917, to 317.9 millions on March 8 of the present year."
We should be on the lookout for new
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uses of trade acceptances. What applies
to the cotton industry may apply to other
industries. It is incumbent upon the accountant to make inquiry concerning such
matters. If he discovers contingent liabilities they should be set forth.

Bonus Computations
WE

are able through the courtesy of
M r . L . L . Perrine, Assistant Treasurer of the American International Corporation, to present herewith a formula, or
rather a series of same, covering tax situations wherein there are involved normal income, war income, and war excess profits
taxes and a bonus based on net income.
The essential portion of M r . Perrine's
letter relating to this matter follows:
"I am setting forth in this letter
formulae for determining the amount
of bonus computed on a percentage applied against net income. Without going into more elaborate explanation, I
think the following will clearly show
the nature of the problem:
Let a = Net income prior to deduction of (1) Bonus; (2) W a r
Excess Profits Taxes; and
(3) War Income and Income
Taxes.
b = W a r Excess Profits Taxes,
computed as i f there were no
bonus.
c = W a r Income and Income
Taxes, computed as if there
were no bonus.
d = Percentage of net income
(after deducting bonus itself
and all taxes) which represents bonus.
x = Net income after deducting
bonus and all taxes.
If I understand your problem correctly, the first four quantities, a, b, c,
and d, are known quantities for each
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particular case under consideration and
the only unknown quantity is x.
There are five formulae, depending
upon the highest percentages necessary
in computing excess profits taxes. If
this highest percentage is 60% or
above, the formula would be as follows:
a — b — c = x + 37.60% dx
If the percentages are lower, the
formulae would be just the same as the
preceding except for the last term, as
follows:
Highest
Excess Profits
Percentages
20%
25%
35%
45%
60%

Formulae
a — b — c = x + 75.20% dx
a — b — c = x + 70.50% dx
a — b — c = x + 61.10% dx
a — b — c = x + 51.70% dx
a — b — c = x + 37.60% dx

A l l of the above equations involve
only one unknown quantity x in the
first degree and can be solved without

much difficulty. Having found x, the
bonus can then be ascertained. The
war excess profits taxes and the war income and income taxes should then be
computed on the basis of the net income as finally determined and represented by x.
I do not see how any single formula can be worked out which will take
care of all the various cases in view of
the gradations of percentages in computing war excess profits taxes. Furthermore, in some cases I can see how
even the above formulae will not apply,
at least in one respect. If the bonus
percentage is quite large, it would result in a considerable decrease in net
income, thereby possibly throwing computations back from the 60% formula to the 45% formula, or from the
25% formula to the 20% formula,
etc."
The following case shows the application
of the fourth formula above:

Invested Capital
$200,000.00
Deduction
8% — $3,000.00.
a = Net Income
$ 65,000.00
Bonus
10%
0 — 15 = $30,000.00 — $19,000.00= $11,000.00 @ 20% = $2,200.00
15 — 20 = 10,000.00
10,000.00 @ 25% = 2,500.00
20 — 25 = 10,000.00
10,000.00 @ 35% = 3,500.00
25 — 33 = 15,000.00
15,000.00 @ 45% = 6,750.00
b

=

$14,950.00

$65,000.00
14,950.00
$50,050.00 @ 6% = c =

3,003.00
$17,953.00

a — b — c = x + 51.70% x
a =
$65,000.00
b = $14,950.00
c =
3,003.00
17,953.00
x + 51.70% x =
$47,047.00
1.0517 x
=
$47,047.00
1.0517) $47047.0000 ($44,734.24 @ 10% = $4,473.42 Bonus.
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PROOF

Income
Bonus

$65,000.00
4,473.42

Taxable Income

$60,526.58

Excess Profits Tax
$60,526.58
12,936.96
$47,589.62

=

$12,936.96

@ 6% =

2,855.38
$15,792.34

Income
Bonus

$65,000.00
4,473.42

Taxes

$60,526.58
15,792.34

Actual Net Income. .

$44,734.24 @

10% = $4,473.42 Bonus.

Foreign Exchange
T H E time is not so long since past when
the man with a knowledge of foreign
exchange was looked upon as a sort of
superior being. He is still sufficiently rare
from an economic point of view to be in
great demand. That the demand will increase can scarcely be doubted.
Opinion probably is undivided, among
those who have opinions, as to the important
part which this country will play in the matter of foreign trade after the present conflict shall have ceased.
Foreign trade and foreign exchange are
so inextricably connected that if we as a
nation would participate in the former we
must understand the latter.
Trading originally meant barter; the exchange of goods for goods. In the modern
sense it means the exchange of goods for
money. In a transaction between two parties, the first has the obligation to turn over
the goods; the second to make payment
therefor.
Payment may generally be effected in one
of two ways; accepting and paying the
draft drawn by the seller against the purchaser, or remitting the funds.

The method of payment will usually depend on the credit relation existing between
the two parties. When the purchaser is
not well or favorably known to the seller
the goods are apt to be sold on the condition that the draft will be paid before the
goods are released. If the relations are of
long standing the goods may be sold on open
account, in which case the purchaser remits
as agreed.
Trading may take place between two parties within the same country or between two
parties, one of whom is in one country while
the other is in a different country. The
first transaction is called a domestic transaction; the second a foreign transaction.
The question of the currency involved in
the settlement does not arise in the case of
the domestic transaction. If the transaction occurs in the United States there is
but one kind of currency possible.
If one party to the transaction is in one
country while the second party is in a
country where the system of currency differs there arises an international problem
as to the kind of money to be used in settling
for the goods.
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inconvenience, the expense of shipment, the
wear and tear on the gold, all tended to prevent the shipment of gold except in cases
of extreme necessity.
Today Smithers & Brown puts the goods
on the pier in Liverpool, obtains the bills of
lading, makes out the draft (£500) against
Wilson & Company, takes the bills of lading
and draft to the London & Liverpool Bank
and "sells" the latter to the bank.
The bank is amply protected since it has
possession of the bills of lading calling for
the goods. It next sends the draft and the
bills of lading to its New York representative, Morgan & Co., for example. The
latter presents the draft to Wilson & Company who after issuing a check in favor of
Morgan & Co. in an amount equal to the
American equivalent of the draft (£500
x$4.8665=$2433.25) receives the bills of
lading.
The amount ($2433.25) is, on the books
of Morgan & Co., credited to the London
& Liverpool Bank.
Now comes to the London & Liverpool
Bank, J. H . Grigsby of Manchester, England, who having an account to settle with
the American Cotton Company, of Fourth
Avenue, New York, is in need of New York
funds. The London & Liverpool Bank
Ten
dollar gold piece—-15.0464 gms. issues its draft (in the amount of $2433.25)
English pound sovereign— 7.32238 "
on Morgan & Co. to J. H . Grigsby in exchange
for his English money. Grigsby
If there are 15.0464 grammes of gold in
mails
the
draft to the American Cotton Comten dollars, one dollar would contain onepany,
thereby
settling his account.
tenth as much; or 1.50464 grammes. If the
Morgan & Co. in the course of time pays
pound sovereign contains 7.32238 grammes,
then by dividing this amount by 1.50464, or the draft and charges the London & Liverthe amount in a dollar, we find that there are pool Bank.
In the above transactions goods have
4.8665 times as much gold in a pound sovereign as in a dollar. The pound sovereign passed from England to the United States;
is therefore said to be worth at par $4.8665. likewise from the United States to England.
Wilson & Co. would consequently on this No money has passed from one country to
basis have to give $4.8665 for each pound the other. The transactions have been ideal.
They typify the fundamental principles
sovereign.
In the early days Smithers & Brown sent underlying foreign exchange. In the great
over the goods. Wilson & Company sent volume of the world's business there are
back the gold; first by the master of the ves- many variables and influences affecting the
sel; later by an international express com- ideal situation which make the subject somepany. The risk of loss, with the consequent what complex but none the less interesting.

The established trade rule with respect
to this matter requires that the indebtedness
shall be settled in the currency of the
country in which the seller resides.
Thus theoretically if Wilson & Company,
of New York, buys goods from Smithers
& Brown, of London, and the latter draws
a draft on Wilson & Company the draft will
be drawn and payable in English money. A s suming that Wilson & Company, in trying
to obtain English money to settle the draft,
goes to a money broker and offers American
money in exchange for same the question
which will arise will be—how many American dollars will have to be given in order
to receive the requisite number of English
pounds? This can be determined only by
ascertaining the relation of one to the other.
Both systems of currency are on a gold
basis. Hence to compare the value of the
two units is to compare the amount of gold
in them. This operation is called establishing the "parity of exchange."
The ten dollar gold piece of the United
States contains 16.7182 grammes of gold
90% pure. The English pound sovereign
contains 7:98805 grammes of gold 91 2/3%
pure. The amount of pure gold in the respective coins is then as follows:
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Some of these phases will be discussed in
the next issue of the BULLETIN.
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Book Reviews

Adams, Henry C , American Railway
Accounting. (New York, Henry Holt &
More Information
Company, 1918. 465 p.)
WE find it helpful at times to have full
One picks up this volume with mingled
information concerning the origin of feelings of pleasure and regret. The first
an engagement. W e shall therefore in the that finally there has appeared a book on
future on the memorandum of engagement railway accounting even though as the title
(form number 113), item 17, endeavor to states it is only "a commentary." It is
show whether the engagement is a repeat with regret that one pauses to realize that
or a new one. In the latter event, where the usefulness of the book may be limited
it can be determined without unnecessary or by the ever narrowing field of interest in
undesirable inquiry of the client there will railway accounting which government operbe a few words to indicate the source as, for ation is imposing.
example, whether it came through a bank
The author is well qualified through his
or commercial paper house, or from per- long experience (1887-1911) in charge of
sonal endorsement by some one connected the statistical and accounting work of the
with a client whom we have previously Interstate Commerce Commission to preserved.
pare a book on the subject of railway accounting. H e discusses the subject under
the following heads: The task of the railA New F i r m Member
Mr. W . P. Bickett, manager of the Chi- way accountant; the structure of a system
cago office, was on June first made a mem- of railway accounts; construction costs
ber of the Missouri firm. M r . Bickett en- prior to operation; construction accounts
tered the Haskins & Sells organization De- subsequent to operation; operating excember 23, 1901. H e will retain the ad- penses; operating revenues; the income account; profit and loss accounts; general balministration of the Chicago office.
ance sheet accounts. There are in addition
three appendices reprinting the classificaMr. Simson has returned from Washingtions promulgated by the Interstate Comton where since January 22 he has been
merce Commission. The chapter on conrendering service to the American National
struction costs prior to operation is strong
Red Cross. M r . Simson will now be the
and convincing and is a distinct contribufirm member having oversight of the finantion to the discussion on capital vs. revenue
cial department.
charges.
A Problem
For cost purposes, how should graded
leaf in the cigar industry be priced? Should
grade No. 4 be treated as of the same price
as grade No. 1, provided it came from the
same hogshead? If this is done it will happen that a month when the factory works
chiefly on low grade tobacco may show a
loss while a month when it works chiefly
on high grade goods will show an abnormal
profit. If the grades out of the same hogshead are treated as of different prices, how
should those prices be determined?

Eggleston, DeWitt C. Problems in Cost
Accounting. (New York, D . Appleton &
Company, 1918. 349 p.)
A new book, treating in a novel but practical manner that field of accounting endeavor which is now being stressed. The
topics discussed are the usual ones: production, material records and costs, labor records, costs, and wage systems; overhead
and its distribution; the application of cost
accounting in particular industries, chiefly
leather and textile.
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The theory and practice of cost accounting are presented through seemingly logical
groups of problems; not problems such as
one would meet in examinations, but practical examples the point of which lies in the
method and form used, not the mathematical
result.
As the title indicates, it is a book to be
worked through, not simply read.
Webner, Frank E . Factory Accounting.
(Chicago, L a Salle Extension University,
1917. 345 p.)
This book appears to follow closely the
form and context of the author's "Factory
Costs." The voluminous forms of the
earlier book have been somewhat curtailed.
New and interesting forms and charts have
been introduced. The old material has been
brought up to date and new matter added.
Additions to the L i b r a r y , May, 1918
Accounting
Adams, H . C. American railway accounting;
a commentary. New York, Henry Holt and Company, 1918. 465 p.
Eggleston, DeW. C. Problems in cost accounting. New York, D. Appleton & Company, 1918.
349 p.
Harvard University. Bureau of Business Research. Depreciation in the retail shoe business.
Cambridge. Harvard University Press, 1915. 32 p.
(Bulletin No. 4.)
Expenses in operating retail grocery
stores. Cambridge, Harvard University Press,
1915. 14 p. (Bulletin No. 5.)
Harvard system of accounts for retail
grocers. Edition 2, revised. Cambridge, Harvard University Press, 1917. 34 p. Bulletin No.
3.)
Harvard system of accounts for shoe retailers. Edition 3, revised. Cambridge, Harvard
University Press, 1917. 31 p. (Bulletin No. 2.)
Harvard system of accounts for shoe
wholesalers; explanation of the profit and loss
statement. Cambridge, Harvard University Press,
1916. 41 p. (Bulletin No. 6.)
Harvard system of stock keeping for
shoe retailers. Cambridge, Harvard University
Press, 1916. 37 p. (Bulletin No. 7.)
—— System of operating accounts for wholesale grocers: explanation of the profit and loss
statement. Edition 2. Cambridge, Harvard University Press, 1917. 43 p. (Bulletin No. 8.)
Palmer, W. B. Importance of cost finding in
the painting business; an address before the International Association of Master House Painters
and Decorators, New Haven, Conn. February 1316, 1917.

Sweetland, C. A. Insurance accounts; instruction paper. 2 v. Chicago, American School of
Correspondence, (c1918).
United States. Department of Agriculture. A
system of farm cost accounting, by C. E . Ladd.
Washington, Government Printing Office, 1915.
15 p. (Farmers' bulletin 572.)
Webner, F. E . Factory accounting. Chicago,
La Salle Extension University, 1917. 345 p.
Wilson, R. P., and Carpenter, H . J. Analysis
of financial statements. Chicago, L a Salle Extension University, (c1918). 38 p.
Wisconsin. State Board of Accountancy. C
P. A. examination questions. Madison, Wis.,
1918. 35 p.

Miscellaneous
Corporation Trust Company. War Finance
Corporation Act approved by the President, April
5, 1918. New York, Corporation Trust Company,
April 5, 1918. 12 p.
Equitable Trust Company of New York. Acceptances as an investment. New York, Equitable Trust Company, (1918). 11 p.
Ettinger, R. P., and Golieb, D. E . Credits and
collections. Edition 2. New York, Prentice-Hall
(c1917). 390 p.
Gerstenberg, C. W . The law of bankruptcy; a
text for business men and students of business,
with copies of the National Bankrutcy Act, general orders of the Supreme Court and the official
forms, with problems. New York, Prentice-Hall,
(c1917). 187 p.
Guaranty Trust Company of New York. Combination in export trade permitted by the Webb
Law,
approved April 10, 1918, New York,
Guaranty Trust Company, (c1918). 28 p.
Huebner, S. S. Property insurance, comprising
fire and marine insurance, corporate surety bonding, title insurance and credit insurance. New
York, D. Appleton & Company, 1916. 421 p.
(The practical business library, v. 10.)
Mead, E . S. Corporation finance. Edition 3,
revised. New York, D. Appleton & Company,
1916. 478 p. (The practical business library, v.
9.)
New York (state). Public Service Commission,
Second District, Opinion of the Commission in
the matter of the Lockport Light, Heat and Power
Company for permission to revise its rates for
electric lighting and power service, decided January 31, 1918. 71 p.
Parker, J. S., ed. The corporation manual *
* * with forms and precedents. Edition 19.
New York, Corporation Manual Company, 1917.
2099 p.
Seligman, E . R. A. The income tax; a study
of the history, theory, and practice of income
taxation at home and abroad. Edition 2, revised
and enlarged. New York, Macmillan Company,
1914. 743 p.
United States. Smithsonian Institution. Coal:
the resource and its full utilization; by Chester G.
Gilbert and Joseph E . Pogue. Washington, Government Printing Office, 1918. 26 p. (Bulletin
102, part 4. Mineral industries of the United
States.)
United States. Treasury Department. Regulations No. 40; rules and regulations for collection
of tax on transfers of stock and on sales of
products
for
future
delivery,
under War
Revenue Act approved October 3, 1917. Washington, Government Printing Office, 1917. 29 p.
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Professional Ethics
S O M E few years ago a certain university
caused much merriment, especially
among editorial writers, by founding a chair
of business ethics. The editors, some of
them at least, claimed to see little relation
between the two things, business and ethics;
in other words there was no place in business for ethics. For reasons with which we
are not concerned, the first and only occupant of the chair did not remain sufficiently
long to prove or disprove the contention of
the newspapers.
The experience of the accountancy profession has been different. The American
Institute of Accountants (formerly The
American Association of Public Accountants) has since 1906 maintained a committee on professional ethics. Many and varied
have been the rules promulgated. Most of
them are sound in theory and workable in
practice; some are perhaps questionable.
The rule which condemns as unethical,
advertising and soliciting business, is especially difficult for the young practitioner to
observe. H e may understand its purpose.
H e may appreciate its importance. When
it stands in the way of paying the butcher
and the grocer it has no practical significance
for him.
Without the vast number of good rules
which are practiced by the profession it is
doubtful if it would have attained to the

solidarity which has marked the progress of
the past few years.
The word "ethics" is derived from the
Greek word meaning "character." Ethics
is the science which relates to right character and conduct. The rules of ethics are
rules for the guidance of human conduct.
A thing is said to be ethical when it is right
according to the rules of human conduct.
A matter which is ethical should give no
offense to the parties concerned.
There are in our practice of the profession of accountancy a number of relations.
There are those between clients and the firm.
There are those between clients and the
staff. There are those between the staff and
the firm. In addition there may be mentioned our relations to fellow practitioners.
We consider it unethical, for example, to
take for our staff a man from a client, without first obtaining the consent of the client.
Where a man is employed by another accountant we consider it contrary to the
ethics of the profession even to discuss with
him the possibility of employment, unless,
as sometimes happens, the matter arises
through a ranking member of the organization with which he is connected.
W e consider it unethical for a member of
the staff to solicit, or arrange for, employment with a client without first discussing
the matter with us.
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To dismiss peremptorily, except for conduct most unseemly, a member of the staff
who has been with us for several years
would be a breach of ethics, to say nothing
of being unjust.
The same thing might be said were a man
who has become a part of our organization
to resign without giving intimation of, or
reason for, his act.
Delicate situations are bound to arise.
They may seem impossible of solution which
is at once ethical and satisfactory. One of
the parties to a relation may find it not

July

entirely to his satisfaction or best advantage. It should not be taken for granted
that the reproach of the other party will
follow if a change is suggested. It should
not be considered necessary to take him by
surprise. The ethics in the case require that
the matter shall be discussed with him fully
and dispassionately. Out of the discussion
may come a new or more satisfactory relation. If on the contrary a change seems desirable it may develop that the party may not
only give his consent but add his Godspeed.

Foreign Exchange
BANKERS'
long bills, bankers' short his draft against the credit established
bills, cable transfers, commercial clean abroad by the drafts purchased or some(long and short), commercial documentary times his credit with the foreign banks
(long and short), documents on acceptance where he has connections.
and on payment, etc., are terms to terrify
When large quantities of American goods
the uninitiated. Analyzed, they seem ridicu- have been sold abroad the supply of exlously simple.
change (drafts) on London, for example,
Bills of exchange are issued either by increases. If there is more exchange ofbanks or by merchants. Hence, the terms, fered than the banks and exchange brokers
bankers' bills and commercial bills. If they will take promptly the price sags. The
run over thirty days they are called long more the offerings by exporters and the less
bills; thirty days or under, short bills. If the takings by the banks, the lower falls
they have no bills of lading attached, they the price.
are clean; with the bills of lading, documenOn the other hand, importers who have
tary. In some cases the documents are purchased goods abroad have need for
surrendered upon acceptance of the draft; drafts (on London, for example) with
in others only upon payment. These varia- which to settle accounts. The relation of
tions in the form of exchange have little their demand to the supply of the banks
bearing on the accounting for foreign fixes the price. As the demand gets out of
exchange.
proportion to the supply the price rises. It
The foreign exchange banker in New may, in consequence, go so high that it
York who acts as the intermediary between would be cheaper to obtain the gold, stand
the merchants of this and other countries, the expense of insuring and shipping it and
buys exchange and sells exchange. The take the loss caused by the wear and tear
exchange which he buys is that which con- on the gold (abrasion). Any extensive
sists of drafts drawn by merchants in this shipping of gold will tend to decrease the
country against merchants in some foreign demand for exchange so that the price of
country. The price which he pays is deter- exchange will fall. The prices constituting
mined by the economic law, namely, the the extremes of this range are known as
demand for and supply of drafts on foreign the "gold points."
countries. The exchange which he sells is
The books of the importer or the exporter
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are little affected by the foreign exchange
element. The importer receives his invoice,
the draft, or the trade acceptance, as the
case may be, in foreign currency, but he
converts the amount into American currency before making the entry. Charging
merchandise or some similar account he
credits accounts payable, drafts payable, or
acceptances payable. When the time comes
to settle he ascertains from the bank how
much it will cost him in American currency
to purchase so many pounds, shillings and
pence. If the amount, for which he sends
his check to the bank and charges against
the liability account, happens, on account
of the fluctuation in exchange, to differ
from the amount of the original credit,
there will be a slight gain or loss in exchange. A n entry is then made balancing
the liability account and debiting or crediting profit and loss. The merchandise account is not disturbed.
The exporter has very little trouble in
his bookkeeping on account of the foreign
exchange feature.
If he sells on open
account there is no difference between an
export and a domestic transaction. H e
charges accounts receivable when the goods
are sold. H e receives New Y o r k (dollar)
exchange in settlement. If he sells by draft
he charges drafts receivable and credits
sales. If the draft is sold to a bank the proceeds which he receives are charged to cash
and credited to drafts receivable. A n y difference between this and the original amount
charged to drafts receivable is a loss or
gain on exchange. The draft account and
the profit and loss account are adjusted
accordingly.
Where there are frequent transactions
between concerns in two countries, such as
an American house with a French branch,
or a New York concern acting as representative of a London business, it is customary
to have a standard rate of exchange on
which basis all transactions during the accounting period are computed. The balance
at the end of the period is then priced at
the market rate on such day, the difference

being taken up as the gain or loss on
exchange.
(To be continued)

Solution to Cost Problem
T H E R E appeared in the June number of
the BULLETIN the

following problem:

"For cost purposes, how should
graded leaf in the cigar industry be
priced? Should grade No. 4 be treated
as of the same price as grade N o . 1,
provided it came from the same hogshead? If this is done it will happen
that a month when the factory works
chiefly on low-grade tobacco may show
a loss, while a month when it works
chiefly on high-grade goods will show
an abnormal profit. If the grades out
of the same hogshead are treated as of
different prices, how should those
prices be determined?"
A solution to the problem submitted by
M r . R. M . Wilbur, of the New York staff,
follows:
"Different grades of leaf tobacco
from the same hogshead should be
priced for cost purposes on a differential basis.
For example: Assume that the
Banks Company purchase 1 hogshead
of leaf tobacco weighing—
400 lbs. @ $2.50 per lb., cost $1,000.00

Assume further that upon receipt at
their factory this tobacco is graded as—
No. 1 tobacco 200 lbs.
"

4

"

200 "

and that the value of one pound of No.
1 tobacco is four times that of one
pound of N o . 4.
No. 1 — 200 lbs. X 4 =
"

4 — 200 "

=

800
200
1000

8 0 % of $1000.00 =
20% "
1000.00 =
100

$800.00
200.00
$1000.00
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No. 1 tobacco 200 lbs. $800.00 —
$4.60 per lb. for cost purpose.
No. 4 tobacco 200 lbs. $200.00 —
$1.00 per lb. for cost purpose."
The essence of the solution lies in determining the relative market values of the
different grades. The fact that the hogshead yields more than one grade suggests
a difference in value. What should be more
natural than to ascertain the market value
of the respective grades? Once ascertained,
these values serve to establish a relation
among the various grades which may be
used in "weighting" them for cost purposes. Unless this is done marked inconsistencies in selling prices are bound to
result.
To sell for $5.00 a pound tobacco which
cost $2.50 per pound, would appear to be
profitable business. If one stops to consider that of the two grades involved in
the present discussion the first may sell
ordinarily for $10.00 a pound, while the
second usually sells for $1.00 a pound, it
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is apparent that if the hogshead were to
yield equal quantities of each grade and they
were to be offered as grades at $5.00 per
pound, one lot would remain unsold while
the demand for the other would be so great
as to exhaust the supply instanter.
The principle involved applies to any
product which is bought in a mixed state
and sorted into grades. Rags offer one
example of this. They are bought in mixed
bales and assorted into pure white, mixed,
and waste. For cost purposes, the cost of
a bale is divided by the resulting quantities
weighted on the basis of the selling prices
of the component grades.
Another example is found in the chemical
industry, where one basic product will yield
two or more secondary products which vary
in market value. Again, some process may
result in a main product and a by-product.
The main product may be made in large
quantities but have low commercial value.
The by-product may be produced in small
quantities but be extremely valuable.

Drafting Forms to be Applied to Mechanical Devices
Standardization in Sizes and Rulings
WHEN
drafting forms the accountant
should bear in mind the fact that paper
is manufactured in standard sizes of different thicknesses, weights and qualities.
Paper as a subject requires much study
and can be treated here only in regard to its
effect on our purpose. The " M i l l " sizes
best known and most commonly used for
stationery are:—
Folio
Double F o l i o . . . . .
Double Cap
Double Double Cap
Royal
Double R o y a l . . . .
Medium

17
22
17
28
19
24
18

x
x
x
x
x
x
x

22
34
28
34
24
38
23

Loose Leaf Sizes

(24½ x 24½
2 4 ½ x 28½
[ 2 8 ½ x 28½

There are other standard sizes and any
member of the staff can obtain a schedule of
them from our files.
The following are mathematical expressions in division showing how printers make
calculations for cutting paper:
22
17 x 22

8½

x

=

4 out

=

2 out

11

I2
17 X 22

9

X

11
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The number of carbon copies obtainable
is largely governed by the thickness and
24½ X 24½
weight of the paper used. There are three
= 4 out
general
classes of carbon paper, viz.,
12½ x 12¼
featherweight, medium and heavy, any one
of which may be coated with soft or hard
11
carbon. When doing heavy manifolding
24½ x 24½
work it is sometimes advisable to have the
= 1 out
first form of a stronger paper to prevent the
12½
x
12½
type from perforating the sheet with letIt is not intended to make one believe ters like the "o."
that a printer would use size 2 4 ½ x 24½
Typewriters and adding machines are
paper to cut 1 2 ½ x 12½, but to show that equipped with carriages of different widths
over results in obtaining only one sheet so that the machines do not necessarily deas against four, with so little difference in mand that paper be cut true to standard
size that it would not affect the usefulness sizes, but they do demand that the rulings
of a form.
be made to conform with machine spacings.
Forms are either mailed, filed or put into
Too much stress cannot be put on the imbinders. If one arranges his forms to cut portance of ruling forms to conform with
without waste he will have little, i f any, machine spacings. W e reprint below an introuble in using them with standard binders, voice showing scales as a guide to draft a
or with standard filing cabinets.
form to accord with typewriter spacings.
2

1/6

BLANK

CORPORATION

00 B R O A D

STREET

NEW YORK, N.

Y.

19

Adding Zones
Do not put date in

SOLD TO

these

1

ADDRESS

columns

Descriptive

Quantity

Price

Items

Amount

2

Standard Vertical Spacing

TERMS

The width of
these two colums
is governed by the
capacity of the
adding registers

3
1/10

1

2
3
Standard Horizontal Spacing for Typewriters

4

5

The adding mechanism can be disconnect- Aside from the loss of time there is always
ed, but it is far better to keep dates or any a danger of the operators forgetting to conother such figures out of adding zones. nect or disconnect the adding mechanism.

Allow about3/8inch for paper feed rolls or tape.

2
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Adding typewriters have three standard
up and down spacings, v i z : single 1/6",
double 2/6", and wide 3/6". This spacing
arrangement can be disconnected and a variable spacing obtained. Moving to the next
writing line is done by hand with the variable spacer and considerable speed is lost
in the operation. Cross spacings are not
interchangeable. The machine "escapes"
1/10" at each stroke of a key or the space
bar. Tabulating is another matter.
Horizontal rulings should be omitted.
When manifolding on a round platen typewriter the outer sheet has a larger circumference and spaces wider than the under
sheet. O n a lengthy multiple bill one would
lose the registration of the forms.
When ruling a book one must of necessity provide space to carry totals. The width
of money columns on forms applied to adding typewriters is governed by the capacity
of the adding register. F o r instance,—
for invoicing, two adding registers are used,
one to add the items and the other to accumulate the total sales. The average invoice might be $100.00 or less, but the total
sales for the month would be over $100,000.00. It is therefore necessary to allow
1/10" in the amount column of the invoice
for each digit in the register accumulating
the total sales.
The adding machine spaces up and down
like the typewriter, i.e., "1/6," but not crosswise. There are adding typewriters that
write like typewriters and print like adding
machines. When drafting forms for this
type of machine one follows the scale given
on the reprinted bill, but in the money
columns allows 5/32" instead of 1/10" for
each figure, as explained. This type of machine has a separate keyboard for operating
the adding machine so that one need not
consider adding zones when providing space
for dates, etc.
Space must be allowed for loose leaf
forms in binders and two inches is not
considered too much allowance. There
are some specially constructed binders
which need less binding space but in no

case is it advisable to use less than one inch.
The punching most commonly used are
for 5/16" and 3/8" posts, and distances are
measured from center to center to standard
gauge.
Some printers are familiar with the requirements of machine forms, but there are
some who are not. A printer is most likely
to "follow copy" and the accountant is safest when ruling forms to proper spacings.
We have i n our files in the Division of
Mechanical Devices considerable data covering this subject for the use of members of
the staff.
Manufacturers of mechanical devices encourage their prospective customers to try
out the forms on the machine before sending them to the printers and the members
of the staff who cannot consult M r . Track
should resort to this safeguard offered by
the manufacturers.
In the New York office we also have special rules required for the ruling of machine
forms and any one needing them may on
request have them for use.
The measurements for the ruling of H o l lerith and Power's Tabulating machines
cards are not given. W e understand that
the cards for these machines may be obtained only from the manufacturers.
M r . W . H . Bell, manager of the St. Louis
office, was at the recent commencement of
St. Louis University the recipient of the
Degree of Master of Commercial Science.
In partial fulfilment of the requirements for
the degree M r . Bell submitted a thesis entitled, "Some Phases of Corporation Organization and Accounting." The thesis
will appear as an article in an early number
of the Journal of Accountancy.
M r . E . A . Kracke has recently been appointed associate manager of the Chicago
office.
Details Again
The care and disposal of accountants' bags
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trend of prices which has been going on
practically since the first edition of the book
was issued in 1905. A s the author points
out in the preface to the present edition—
"This is not a price book; it is a cost data
book. Prices are more or less ephemeral
and local, whereas costs may be so presented
as to be long lived and national." In other
words, prices may vary, but the quantities
of material and labor remain constant under standard conditions, thereby making it
possible to substitute current prices and
obtain new costs.
The book is in effect an encyclopedia of
those facts which may be expressed numerically. It should be used as a reference
book. The data relates to—Earth excavation, rock excavation, roads, pavements and
walks, stone masonry, concrete and reinforced concrete construction, water works,
sewers, timberwork, buildings, railways,
Book Reviews
bridges and culverts, steel and iron conDavis, A . E . How to Find Costs in struction.
Printing. (New York. Oswald PublishThe author, being an engineer, makes a
ing Company. 1914. 120 p.)
sorry exposition of the differences between
In the matter of cost literature, certain cost keeping and bookkeeping. This part
writers have laid down the principles of cost of the book is not to be recommended to the
and cost accounting. It remains for books person with an immature mind.
like the above to show the application to the
various industries. While it is not a new
Tiffany, H . S. Digest of Depreciations.
book it is so little known that for practical (Chicago. H . S. Tiffany & Co. [c1890]
purposes it might be so considered.
76 p.)
A difficult book to obtain but a valuable
It is surprising how much matter is compressed into the few pages. Very little of one to have; meaning that it is published by
real interest has been omitted. The forms the author's company which appears to have
are numerous and excellent. The first chap- lapsed into obscurity, i f indeed it were ever
ter is entitled " W h y Every Printer Should well known, but that it contains a lot of
Use a Cost System." A l l the features and information relating to the life of physical
uses of a cost system are discussed in the property.
eleven chapters which follow. The last
Sources of information as to the life of
chapter on "Analyzing Unsatisfactory Jobs" property are difficult to find. The informais very interesting as well as instructive.
tion is principally in the files of appraisers
with whom it constitutes a stock in trade.
Gillette, H . P . Handbook of Cost Data. They are therefore loath to part with it.
Edition 2. (New York.
McGraw-Hill Tables compiled from actual experience are
Book Company, Inc., 1910. Revised 1918. rare indeed. It is in this respect that Tiffany's book serves.
1854 p.)
The annual rates of depreciation are
Had this been a book of cost statistics it
would not long have survived the upward given for buildings of all kinds, machinery
furnish a shining opportunity for cooperation. Attention to these apparently small
details has a direct time and property saving
importance.
If a bag left in the library rooms is tagged
with the name of the man who has finished
with it, it is a simple matter to credit him
with its return.
But let us suppose that it lies there without an identification mark of any kind. W h o
is to be relieved of responsibility? A n d if,
as sometimes happens, it is left without its
padlock or some other necessary part, how
shall the missing part be traced? In the
latter case the bag is useless until the essential part is recovered.
A small omission may leave a long trail.
The cooperation which facilitates the work
of others is a most excellent business quality.
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and tools, furniture and fixtures, and inventory stocks. There are in addition any
number of rules of measurement and tables,
such as might be used by insurance adjusters
or appraisers.
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Bexell, T. A., and Nichols, F . G. Principles of
bookkeeping and farm accounts. New York,
American Book Company (c 1913). 180 p.
Davis, A . E . How to find costs in printing.
New York, Oswald Publishing Company, 1914.
120 p.
Forse, William H . , Jr. Electric railway auditing and accounting. New York, McGraw Publishing Company, 1908. 157 p.
Gillette, H . P. Handbook of cost data for contractors and engineers; a reference book giving
methods of construction and actual costs of materials and labor on numerous engineering works.
Edition 2. New York, McGraw-Hill Book Company, Inc., 1910. (Revised, 1918.) 1854 p.
Racine, S. F. Accounting principles. Seattle,
Western Institute of Accountancy, Commerce and
Finance, 1917. 320 p. (Accounting Students'
Series.)
Tiffany, H . S. Tiffany's digest of depreciations,
with the addition of numerous tables, formulas
and rules for the use of architects, builders, contractors, machinists and insurance adjusters.
Edition 28. Chicago, H . S. Tiffany & Company,
(cl890). 76 p.

Brinton, Willard C. Graphic Methods
for Presenting Facts. (New York. The
Engineering Magazine Co. 1917. 371 p.)
A knowledge of statistics and of the
methods of converting figures into informative and attention-arresting graphs,
charts, and maps is becoming more and
more essential to the accountant. Many
business men to whom figures are almost
meaningless are keenly interested in these
same figures when they are visualized
through a chart.
The subject of statistics with its methods
Miscellaneous.
of presenting facts graphically has been a
Agger, E . E . Organized banking. New York,
difficult one because of the mathematical Henry Holt and Company, 1918. 385 p.
Brinton, W . C. Graphic methods for presentand technical complexities introduced by the ing facts. New York, Engineering Magazine
Company, 1917. 371 p.
writers thereon.
Davenport, H . J . The economics of enterprise.
The author of the book under review, New York, Macmillan Company, 1913. 544 p.
Dewing, A . S. Corporate promotions and rehowever, has practiced the precepts of clarorganizations.
Cambridge, Harvard University
ity, precision, simplicity, truth, and interest Press, 1914. 615 p.
United States. Bureau of Foreign and Domeswhich he preaches, and has developed a very
tic Commerce. German foreign-trade organizareadable, illuminating and valuable book on tion, with supplementary statistical material and
the presentation of facts through graphs, extracts from official reports on German methods,
by Chauncey Depew Snow. Washington, Govcharts, diagrams, maps, etc.
ernment Printing Office, 1917. 182 p. (MiscelTo keep pace with the modern demand laneous series No. 57.)
The glass industry; report on the cost
for a quick, clear, accurate picture of con- of production of glass in the United States.
ditions or facts, the accountant should be Washington, Government Printing Office, 1917.
430 p. (Miscellaneous series No. 60.)
familiar with this book.
— The hosiery industry; report on the

Additions to the Library, June, 1918
Accounting.
Castenholz, William B. Auditing Procedure.
(Chicago. L a Salle Extension University. 1918.
350 p.) This is a book of thirteen chapters, as
follows:
1. Auditing and Public Accounting.
2. The Various Kinds of Audits and Examinations.
3. The Audit of Balance Sheet Accounts.
4. The Audit of Income Accounts.
5. The Audit of Expense Accounts.
6. The Analysis of Accounts.
7. The Mechanical or Detail Side of an Audit.
8. The Audit of Special Business Types
9. The Audit of Municipal Accounts.
10. Miscellaneous Audits.
11. The Model Audit Report.
12. The Auditor's Report; What it Should Cover.
13. General Considerations.

cost of production of hosiery in the United
States. Washington, Government Printing Office,
1915. 258 p. (Miscellaneous series No. 31.)
— The knit-underwear industry; report
on the cost of production of knit-underwear in
the United States.
Washington, Government
Printing Office, 1915.
217 p.
(Miscellaneous
series No. 32.)
—
The women's muslin-underwear industry; report on the cost of production of
women's muslin-underwear in the United States.
Washington, Government Printing Office, 1915.
184 p. (Miscellaneous series No. 29.)
Withers, Hartley. The business of finance.
New York, E . P. Dutton & Company, (c1918).
204 p.
Wolfe, S. H . Inheritance tax calculations; an
explanation of the underlying principles, with
tables and instructions for ascertaining the present value of dower and curtesy rights, life
estates, annuities, vested and contingent remainders. New York, Baker, Voorhis & Company, 1905. 300 p.
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By Comparison
ONE
finds it difficult to develop much
enthusiasm for anything during these
summer days. They are filled with humidity, dullness, and a longing for the cool
breezes of the country or seashore. It is a
time for holiday and vacation.
Society women who have worked faithfully for the Red Cross all winter are finding it difficult to forego their perennial
summer sojourn out of town. There is,
by common report, in some places, a scarcity of workers so great as to threaten the
continuation of the activities during the
summer.
The great struggle across the water respects not vacations. It goes on regardless
of heat. The scene of the present fighting
is in north latitude about forty-nine degrees. True, this is equivalent to Quebec on
the east side and Vancouver on the west
side of North America, but it must not be
forgotten that Northwestern Europe is
warmed by a spur of the Gulf Stream which
physiographers call the North Atlantic
West Wind Drift. Paris often becomes as
uncomfortable from heat in the summer as
New York City.
There is nothing cool about the uniform
of a soldier. There is nothing cool about a
gun-pit when the gun is in action. There is
nothing especially attractive about facing
the hordes which Germany is pouring into
the hell-hole on the western front. Yet the
draft army of 1917 was organized with
45

only here and there a murmur from a conscientious objector.
This, as compared
with the draft riots of 1861 during which
property in the city of New York to the
extent of a million dollars is said to have
been destroyed.
The men who have gone to the other side
have gone with enthusiasm. One reads
everywhere of the spirit displayed on all
sides. Eagerness and determination to win
overshadow fear of injury, of the surgeon's
knife, of long days of suffering in hospitals,
of death. Already large history has been
written of the deeds of bravery performed
by our troops—always, we are told, with
the same dash and energy.
We complain of the heat and lack of enthusiasm. Is it any cooler in France? Is
it any less difficult to cheer one's entrance
into the "valley of death"? When we need
fortitude to bear the burdens which the hot
weather brings us we have but to compare
our lot with the lot of our men on the other
side.
It is true we have heat. It is true we lack
enthusiasm. But we still have all the comforts which modern civilization can give
us. Our pleasures have really been very
little curtailed. W e have none of the discomforts of an army in the field. W e are
safe from the assaults of the enemy. Comparisons may be odious. We need them
occasionally to make us appreciate our many
blessings.
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Verifying the Cash
THE term "verification of cash" connotes
more than the mere counting of the physical cash on hand and reconciling of the
bank accounts at a given date. It suggests
an operation which brings into play the
combined knowledge, skill, ingenuity and
resourcefulness of the auditor in satisfying
himself that the balance of cash as claimed
is correct in every sense of the word.
The client in submitting the cash accounts for audit fondly hopes that they are
correct. Modern business organization demands usually that the function of handling
the cash be delegated to some employe.
The employer is careful in the selection of
such employe; he takes the precaution to
bond h i m ; he observes his conduct, sometimes outside as well as inside of the office,
but he is not quite satisfied as to his fidelity
and efficiency until his work has been independently reviewed.
The unbounded confidence which the
client usually has in the ability of the auditor places a great moral responsibility on
the latter. Lest this confidence be misplaced it is incumbent that the auditor
equip himself to uncover any irregularity
of which the cashier may be guilty. To do
this, careful analysis of the work of the
cashier, with the possible irregularities, is
necessary.
The balance of cash is impliedly what it is
shown to be by the books. The amount is
the correct amount judged in the light of
the contributing causes. The factors which
comprise the balance are bona fide outgrowths of the preceding operations and
not substitutions arranged for the occasion.
In the normal situation there are a certain number of standard operations involved in handling the cash. There is first
the receipt of the cash; next the entry on
the receipt side of the cash book; putting
the money in the cash box or depositing it
in the bank. There follows at one time or
another the footing of the receipt side of
the cash book and carrying forward the
footings. The other operations consist in
drawing checks or paying out the cash, entering the disbursements in the cash book,
footing and carrying forward the disbursement side, and striking the balance. If all
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these are carried out faithfully and accurately the balance resulting from the count
and the reconciliation of the bank accounts
will agree with the balance shown by the
cash book.
In any well ordered modern concern all
receipts will be deposited in the bank. N o
disbursements will be made otherwise than
by check, except small amounts which will
be paid out of a fund regularly established by the drawing of a check and consequently controlled. Unfortunately, all
concerns are not well ordered nor are they
modern. Cash receipts are frequently used
for disbursements.
Unused balances of
pay-roll check proceeds are thrown into the
cash. Cash is drawn from the bank by
check for hand disbursement. Checks and
cash are used interchangeably. The lot of
the auditor is made considerably more difficult where such conditions exist, but he is
none the less responsible, even though it
may almost be said that any concern which
knowingly permits such practices deserves
no sympathy i f a shortage occurs. The
present discussion will probably be much
clearer i f the consideration of these exceptions is postponed until after taking up a
case in which there is a good system and
modern practice prevails.
The various ways in which the cashier
may bring about irregularities are as follows: Failing to enter a cash receipt; entering it short; underfooting the receipt
side of the cash book; carrying forward a
footing on the receipt side short; understating a balance when carrying it forward;
making entries for disbursements where no
cash is paid out; drawing checks to fictitious
persons or persons in collusion; overstating
an entry on the disbursement side of the
cash book; overfooting a disbursement
page; carrying forward a footing on the
disbursement side for more than it should
be; stating a balance incorrectly.
(To be continued)

Accountants as Non-essentials
C O N S I D E R A B L E anxiety was caused in
the accountancy profession when the
Provost Marshal General classified the accountants among those engaged in non-
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essential industries. This classification was
considered especially severe in view of the
large number of accountants who are assisting the Government at the present time
in the conduct of the war. It was the
opinion of many persons that there must
have been an error in this classification, as
a number of the local draft boards failed to
follow it with regard to public accountants.
The matter was taken up with the Provost
Marshal General by the American Institute
of Accountants with the result that, under
date of July 30, General Crowder advised
the secretary of the American Institute that
"Public Accountants, as such, are not included within the operations of the above
regulations."
It seems desirable to us that members of
our organization when giving their occupation should designate themselves as "public
accountants in practice," as distinguished
from "accountants."
If a local board
should question the distinction, reference
may be made to the letter of the Provost
Marshal General. It is not desirable, however, to refer to this ruling unless absolutely
necessary.
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of which will be "Principles of Accounting
and Auditing and Their Application to
Young Women's Christian Associations."

Changes in the Personnel

T H E stars in our service flag still continue to multiply. During July several
of our number have joined the country's
colors.
Mr. M . P. Swan and M r . J . E . Henriques, of the New York Office, and M r .
A . T. Farber, of the Pittsburgh Office, have
enrolled themselves with the army. M r .
Swan is stationed at Camp Devens, Mass.,
Mr. Henriques at Camp Hancock, Georgia,
and M r . Farber at Camp Zachary Taylor,
Kentucky.
Mr. J. D . Maver has enlisted in the
Marine Corps.
Mr. L . E . Wright and M r . J . M . Lavelle
have gone with the Shipping Board.
Mr. P. J . Mayer has entered the office
of the Alien Property Custodian.
Mr. Eugene Wrigley has joined the
Quartermaster's Department.
Mr. Edward Brady and M r . R. E . Terwilliger, of the New York Office, and M r .
The Accountant, a London publication E . K . Meredith, of the Cleveland Office,
which carries the news of accountancy es- have withdrawn from our staff to accept
pecially to the chartered accountants, prints positions with other firms.
To compensate for this depletion of our
on page 462 of the issue of June 29 an
ranks
we have, during July, had our staff
article by M r . E . C. Gause, Manager of the
augmented
by the following new members:
Pittsburgh Office, on the "Relation between
Mr.
W
.
S. Baldwin, M r . S. W . Clark,
Interest and Manufacturing Costs." This
Mr.
C.
A
.
Earl,
M r . C. C. James, M r . N .
article appeared first in the Journal of AcE
.
King,
M
r
.
C.
C.
Leib, M r . D. W . Molloy,
countancy in the number of March, 1918.
M r . C. B . Mount, Jr., M r . C. S. O'Connell,
and M r . B . J . Porter.
With the great uncertainty of the "manpower" situation we are considering seriously the utilization of women on the staff. Punching—Sorting—TabulatingMachines
With this in mind we hope to add to the T H E R E is no problem in connection with
bookkeeping force a number of women,
the use of office appliances that will so
who, together with those already employed, test the ingenuity of an accountant as the
will form a nucleus from which additions to problem of arranging work to be applied to
the staff may be developed.
this type of machine.
The fundamental principle on which the
In response to a request of the National method is based is classifying by numbers.
Board of the Young Women's Christian For illustration, main classes are numbered
Association, the firm has arranged a course ranging from 00-09 to 90-99. Classes reof six lectures to be delivered during the quiring them are sub-divided into ten disummer session of the National Training visions each, viz., 001 to 009, and each of
School for Business Secretaries. M r . the divisions into sections, viz., 0001 to
Wildman will give the lectures, the subject 0009.
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The following chart is given to explain it
more clearly:
Classes

Divisions

011

012

013

014

01

015

016

017

018

019

02
03
04
05
06
07
08
09
Etc.

Sections
0111
0112
0113
0114
0115
0116
0117
0118
0119
0J21
0122
0123
0124
0125
0126
0127
0128
0129
0131
0132
0133
0134
0135
0136
0137
0138
0139
0141
0142
0143
0144
0145
0146
0147
0148
0149
0151
0153
0153
0154
0155
0156
0157
0158
0159
0161
0162
0163
0164
0165
0166
0167
0168
0169
0171
0172
0173
0174
0175
0176
0177
0178
0179
0181
0182
0183
0184
0185
0186
0187
0188
0189
0191
0192
0193
0194
0195
0196
0197
0198
0199

Same divisions and
sections as above for
each class.
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A n excellent illustration of how these
code numbers are used is here taken from a
printed copy of a paper read by M r . W . E .
Freeman before the National Electric Light
Association at its thirty-eighth convention:
M A I N CLASSES

00 to 09 General and Miscellaneous E x penses
10 to 19 Commercial Expenses
20 to 29 Production Expenses
30 to 39 Production Expenses—Repairs
etc. to
90-99
Several examples of the divisions and
sections of accounts which are self-explanatory follow:
00-09 GENERAL AND MISCELLANEOUS
EXPENSES

01 Salaries and Expenses of General Office
Clerks
o n Fiscal Department
0111 Cashiers
0112 Paymasters
0113 Bookkeepers and Clerks
0114 Payroll Clerks
etc. to 0119
012 Accounting Department
0121 Abstract Clerks
0122 Work Order Clerks
03 General Stationery and Printing
032 General Office Stationery
0321 Fiscal Department
0322 Accounting Department
10 TO 19 COMMERCIAL EXPENSES

16 Commercial Administration
161 Commercial Department Indexing
1611 Meter Clerks
1612 Meter Reading
30 TO 39 PRODUCTION EXPENSES—REPAIRS

34 Repairs to Boiler Apparatus
341 Feed Pump Repairs
342 Boiler and Boiler Engine
There are other illustrated examples giving still finer divisions but the above
answers our purpose. It might be well to
state that the sections may be divided and
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classifications may be made beyond the
needs of the average business.
The practicability of a method providing
for so many classifications cannot be understood until one learns of the speed at which
the cards are sorted to classification. This
will be explained later.
The method has probably been most successfully used on pay-rolls and labor distributions, distributions of materials, purchases, sales and disbursements. It enables
one to obtain valuable results thai would be
too slow and costly by ordinary clerical
methods.
When considering such a machine method
it would be advisable to prepare a graphic
chart in squares and assign the code numbers to the account classifications. The success of the installation of the system depends entirely on the accuracy and skill with
which the coding and the designing of the
card is done.
A s a further description of the method
and the machine equipment we reprint extracts from a booklet published by The
Tabulating Machine Company.

"The purpose of the Hollerith System is
to classify and analyze statistics and accounts more rapidly, accurately and in
greater detail than is possible by any other
method.
"The system is composed of the card, the
key punch, the gang punch, the sorter, and
the tabulator, and may be supplemented by
such accessories as sorting racks, sorting
needles, statistical forms, filing cases, etc.
"The initial step in using the Hollerith
System is to transfer the original information of which analysis is desired to cards
by punching or perforating. The location
of the holes in the cards determines the
classification and value of the items,
"The sorter automatically arranges the
cards into any desired groups at a speed of
250 cards per minute, per column.
"The tabulator operates simultaneously
from two to five adding counters at a speed
of 150 cards per minute. Each counter
may be arranged to add from one to seven
columns.
A n illustration of the card follows:

While the usual card is a transcription of
original data, it is often possible to make
the Hollerith card the original record.
Such a card is called a "Dual Card." Part
is used for written information, which is
later punched in the Hollerith columns. A t
present, this card is principally used in cost

accounting for labor and material analysis,
serving as job ticket or requisition, but there
are many other possible uses for such a
card. When it can be used, the "Dual Card"
offers ease of reference to original records,
and a possible increase in the accuracy of
punching.
(To be continued)
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Finger Posts
T H E R E are few things closer to the
heart of the average man or woman than
his or her personal success. Let philosophers moralize on success as they may,
weighing its value, its ultimate satisfactions
or its emptiness; the fact remains that deep
down in the consciousness of all of us is a
striving toward some end that seems to us
worthy of achievement. T o the extent that
we approach or recede from this goal, we
are or are not successful from our individual point of view.
Now, success is a variable quantity. Each
of us has his own particular notion of what
goes to make it. To one it may mean the
making of money; to another the attainment of distinction; to still another a quiet
haven far from the pursuit of material
gains, with his loved ones, or his books, or
his garden. Or it may mean all of these
things at once and even more. After all,
the desires of men have no set boundaries;
they are as free as air. W e cannot say to
ourselves, "Thus far, and no farther;" the
human mind leaps over such fixed limitations.
Leaving theorizing for the philosophers,
where can we find the secret of success in
our own chosen work?
W e have all embarked on a business
career. W e recognize the fact that in the
last analysis the responsibility for results
rests squarely on our own shoulders; with
all the strength of our endeavor we want
results. H o w are we to get them?
If the answer to this were simple the
world would be a happier place. Mistakes
would cease to thrust upon us their all-too
obtrusive presence; incompetency would be
transformed, as by a wave of a fairy wand,
into effectiveness; and annoyances, disappointments, and heartburnings would vanish
beyond our earthly ken. The millenium
would have arrived.
Unfortunately the age of miracles is not
yet. The road to results is long, and toilsome, and uphill. Here and there however
we find finger posts pointing the way; if we
are not too engrossed and disheartened by
the stones under our feet, we may look up
and chart ourselves for the next pull.
Like all good things, these sign posts are

August

as old as the everlasting hills. They tell us
nothing that our fathers before us did not
know. But the good old truths bear repeating, and it might be well for us to
pause a moment to take in what we may of
the path ahead. Looking up to the summit
we are striving to reach, we see that the
road winds to the top through efficiency and
loyalty, cooperation and self development.
The trail has already been broken before
us; is it not possible for all of us to follow
through?

Solace in the Solstice
A

P O P U L A R belief has it that summer
is the chosen moment for "light" reading. Whatever the term "light" may mean
we know that our imagination rests lovingly
on the vision of a cool, shady nook close to
a running stream or under the apple boughs,
where we may loaf and invite our souls in
the quiet company of a book. Perhaps its
lightness lies in its very lack of insistence.
"Books are a languid pleasure," says Montaigne; and when are we ever so disposed
to languor as during the dog days?
Nevertheless, we live in times when loafing, either of body or mind, is impossible.
The world is changing overnight; its problems call for the labor and skill of every
man or woman of purpose. W e have a big
job on our hands today; and we are determined to see it through.
In the giving out of our labor and our
skill,—in the outpouring of our effort
toward the great end,—we are all willing
and generous; but are we looking carefully
enough into what we may take in? Our
minds need sustenance and support as well
as our bodies;—the stoking process must
go on or the engines will stop.
Many of us are not aware that there is
a steady flow of comment, information, and
suggestion put forth by the best minds in
the country working on the great questions
that confront us to-day. This rich mine of
thought is brought into the light almost as
soon as it is spoken; it is the searching,
stimulating, up-to-the-minute thought of
thoughtful men; and it comes to us in the
form of the printed pamphlet.
Because a pamphlet is ordinarily considered ephemeral and insignificant in value,
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its message is often overlooked. It is safe
to predict, however, that many of the
present day pamphlets are casting a long
shadow ahead as the dawn of a new era
rises upon the world. They look into a
future great with possibilities that no one
can foresee; and in that forward look the
mind and powers of every thinking man
are quickened.
A large number of such pamphlets find
their way into our library. Owing to their
form, they cannot be placed upon the bookshelves where all may see them readily.
There lies the danger of passing by this
rich and fruitful field.
"Reading maketh a full man." The fullness of a man makes him a storehouse of
power and force. The times are calling for
men of this calibre, who think, who listen,
who take in incessantly in order to give out
a hundred fold.
Meanwhile, we are in August. The
shady nook that beguiles our imagination
does not throw its coolness over the canyons
of New York's streets; a rosy-cheeked apple in a vender's cart may perhaps conjure
up for us dimly our vision of enfolding
apple boughs; and the reading that we seek
has no quiet appeal: it calls to us insistently,
with the impelling voice of necessity. Our
world is to be a better one in future; and
we shall help, with all the forces at our
command, to make it so.

Corporate Records
THE
stock corporation laws of the State
of New York, paragraph 32, provide,
with regard to keeping books and records,
as follows: "Every stock corporation shall
keep at its office correct books of account
of all of its business and transactions and
a book to be known as the stock book, containing the names, alphabetically arranged,
of all persons who are stock holders of the
corporation, showing their places of residence and the number of shares of stock
held by them respectively, the time when
they respectively became the owner thereof,
and the amount paid thereon. * * * N o
transfer of stock shall be valid as against
the corporation, its stock holders and creditors, for any purpose except to render the

transferee liable for the debts of the corporation to the extent provided for in this
chapter, until it shall have been entered in
such book as required by this section, by
an entry showing from and to whom transferred."
The above books must be in the form
prescribed by the State Comptroller. There
has been issued by a prominent firm of corporation stationers, a form of record which
combines the functions of the three books
mentioned and has the approval of the State
Comptroller.
Copies of this form are on file in the
library and should be consulted by members
of the staff when they have occasion to
refer to such matters.

Book Reviews
Kent, William. Bookkeeping and Cost
Accounting for Factories. (New York.
John Wiley & Sons, Inc. 261 p.)
A perusal of the preface of this book
gives one rather a disagreeable reaction.
"The time has arrived," says the author,
"when there is a need for a systematic
treatise on cost accounting which will start
the student at the beginning with the elementary principles of double entry bookkeeping and lead him through factory accounting to cost accounting, giving him not
only the fundamental theory in accordance
with the views of the ablest modern accountants but also warning him against the
time-worn fallacies of the older school.
Such a treatise the author has undertaken
to prepare." T h i s duty has apparently
made itself felt to the author because "some
accountants * * * are still perpetuating traditional errors. Some of them are still insisting that interest on investment forms no
part of factory cost; that business and selling expenses are part of cost; and that a
profit cannot arise until a thing is sold."
One finds little in the first fourteen chapters of the book which is not in other books.
The material is presented without regard
for logical order or sequence of thought. It
might almost be said that this much of the
book offers no excuse for its existence.
Chapters X V to X X are welcome additions to the literature of cost accounting.
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They present such subjects as—"Modern accounting systems for steel works"—-"Foundry costs"—"Hardware factory and machine shop accounts"—"Costs in a woodworking shop; a bakery; a textile mill; a
power plant"—"Costs in a printing shop."
These chapters are made especially useful
through the, complete and excellent assortment of forms which accompany them.

Additions to the Library, July, 1918
Accounting.
Benington, Harold. The detection of frauds.
Chicago, La Salle Extension University. (c1917.)
32 p.
Castenholz, William B. Auditing procedure.
Chicago, L a Salle Extension University, 1918.
342 p.
Eggleston, De Witt Carl. Municipal accounts
in theory and practice. Chicago, L a Salle Extension University, 1918. 29 p.
Kent, William. Bookkeeping and cost accounting for factories.
New York, John Wiley &
Sons, Inc., 1918. 261 p.
National Coal Association. Report of committee on cost accounting, submitted in convention
in Philadelphia, May 28 and 29, 1918. 3 p.
United States. Department of Agriculture. A
system of accounts for cotton warehouses, by
Roy L . Newton and John R. Humphrey. Washington, Government Printing Office, 1917. 31 p.
A system of accounts for live-stock shipping associations, by John R. Humphrey and W.
H. Kerr.
Washington, Government Printing
Office, 1916. 14 p. (Bulletin No. 403.)
A system of accounts for primary grain
elevators, by John R. Humphrey and W . H . Kerr.
Washington, Government Printing Office, 1916.
30 p. (Bulletin No. 362.)
The use of a diary for farm accounts, by
E. H . Thomson. Washington, Government Printing Office, 1917. 18 p. (Farmers' Bulletin 782.)
United States. Fuel Administration. A system of accounts for retail coal dealers, November 1, 1917. Washington, Government Printing
Office, 1918. 23 p.
Vierling, Frederick.
Fiduciary accounting.
Chicago, L a Salle Extension University, 1918.
47 p.
Webner, Frank E . Costs of power and local
transport. Chicago, L a Salle Extension University, 1917. 27 p.

Miscellaneous
Bankers Trust Company. Ownership certificates and information at the source. New York,
Bankers Trust Company, (June 29, 1918)
36 p.
Bethke, William. Business organization and
management. Chicago, L a Salle Extension University, 1918. 24 p.
Corporation Trust Company. Capital Issues
Committee created by the War Finance Corpor-
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ation Act; the law, rules, and regulations, indexed. New York, Corporation Trust Company,
(June, 1918). 22 p.
Gilman, Stephen. Graphic charts for the business man. Chicago, L a Salle Extension University, 1918. 62 p.
Heft, Louis. Holders of railroad bonds and
notes: their rights and remedies; treating particularly of the receivership and of the reorganization of the road, of the foreclosure of the mortgage and of the other proceedings to realize on
the security. New York, E . P. Button & Company, 1916. 419 p.
National City Company. Internal war loans of
belligerent countries; also consolidation loan of
Spain and mobilization loans of Switzerland and
Holland. New York, National City Company,
1918. 144 p.
Powell, Henry M . , and Silver, Joseph J. New
York franchise tax on manufacturing and mercantile corporations (State Income Tax). New
York, William Boyd Press, 1918. 152 p.
Stimpson, H . F. Business administration as a
constructive science. Chicago, La Salle Extension University, 1917. 28 p.
United States. Bureau of the Census. Abstract of the census of manufactures, 1914. Washington, Government Printing Office, 1917. 722 p.
United States. Bureau of Foreign and Domestic Commerce. German trade and the war;
commercial and industrial conditions in war time
and the future outlook, by Chauncey Depew
Snow and J. J. Kral. Washington, Government
Printing Office, 1918.
236 p.
(Miscellaneous
series No. 65.)
—— The pottery industry; report on the cost
of production in the earthenware and china industries of the United States, England, Germany,
and Austria. Washington, Government Printing
Office, 1915. 709 p. (Miscellaneous series No.
21.)
Wholesale prices of leading articles in
United States markets, January, 1913, to December, 1915.
Washington, Government Printing
Office, 1916. 14 p. (Miscellaneous series No. 30.)

Index
Page
Accountants as Non-essentials
46
Alien Property Engagement
12
Bonus Computations
14, 24, 31
''By Comparison"
45
Cash, Verification of
46
Contingent Liabilities
30
Corporate Records
51
Foreign Exchange
17, 33, 38
"In Retrospect"
29
Liberty Bonds, Accounting for
8
Library
4
"Looking into the Future"
13
Mechanical Devices
7, 15, 25, 40
"Professional Ethics"
37
Professional Training, Department for
1, 2
"Solace in the Solstice".
50
Tax Department
8
Tobacco Leaf, Costs
35, 39
Treasury Stock
17, 22
"Using Your Head"
21

HASKINS & S E L L S
CERTIFIED PUBLIC ACCOUNTANTS
NEW YORK
DETROIT
ST. LOUIS
CLEVELAND
BALTIMORE
PITTSBURGH

VOL. I

BULLETIN
NEW

YORK, S E P T E M B E R

15, 1918

SAN FRANCISCO
LOS ANGELES
SEATTLE
DENVER
ATLANTA
WATERTOWN
LONDON

No. 7

The Process of Development
D E V E L O P M E N T implies a process. A n
act is instantaneous. It is the antithesis of a process. A process is a series of
related acts.
The development of an accountant is a
process; not an act. It depends upon a
number of things. There is first the individual with the accompanying qualities, such
as mentality, personality, temperament,
physique, education, experience, analytical
ability, patience, integrity, desire for development, capacity for work and study, imagination, enthusiasm, and ability to appropriate from the passing experience those
things which will be desirable for future
use. There is second the opportunity for
work, study, and development which is afforded the individual. Last, there is the
instruction and guidance which he received
from his preceptors and superordinates.
Much of the duty, that of presenting the
proper material for development, together
with the necessary attributes, devolves upon
the accountant. The remainder, and not
an inconsequential part, rests with managers
of offices and in-charge accountants. The
problem of development is a joint one.
Mentality is a prime requisite. One who
aspires to develop into a good accountant
must possess ability to grasp quickly the significance of either the spoken or written
word, to reason from facts, to absorb
knowledge and use it in the solution of
problems. W i t h these mental qualities must
be combined that of being agreeable to one's

associates and the many persons with whom
one comes in contact, ability to refrain from
any word or deed which reflects ill temper;
to avoid any act which is not absolutely
honest; to maintain a steadfastness of purpose; and to read and study incessantly.
Development as applied to the accountant
is a successive term. The junior develops
into a semi-senior; the semi-senior into a
senior, or accountant in-charge; the accountant in charge into an office manager.
Each grade in turn has its responsibilities
and rewards. The quiet, unobtrusive boy
who checks and foots but does it for all
there is in him may some day become a
member of the firm.
Ambition to develop, it may be taken
for granted, lurks in every breast.
It
should be encouraged. T o give the junior
an opportunity to try his hand at analyzing
the general ledger accounts, or the semisenior a trial at putting the figures together
or writing the report may be the very chance
for which he has been waiting.
In the
words of a time-worn but none the less
appropriate passage from Shakespeare's
Julius Caesar:
"There is a tide in the affairs of men,
Which, taken at the flood, leads on to
fortune;
Omitted, all the voyage of their life
Is bound in shallows, and in miseries."
In the many details incident to the process of development the potentialities which
exist all along the way should not be overlooked.
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The London of To-day
B y ARTHUR M . LOVIBOND,

Manager, London Office
devices and office appliances, but the example of American efficiency shown in the war
hitherto has done much to change this attitude, and agents of American office equipment report larger sales and inquiries than
at any time in their history. I made a point
of inquiring of the members of the American Luncheon Club what they thought of
the prospects for American business in
England after the war, and all agreed that
it was likely to be excellent.
The disturbance to the current of life
caused by air raids is difficult to see in its
proper proportion. The casualties have
probably been properly reported, and while
the material damage has been great in individual cases, yet compared with the size
of London it is actually negligible. The
real success achieved by the raiders is in
the loss of time to millions of workers, and
decreased production in factories is noted
even after night raids. But i f the Huns
hope to break the spirit of the people they
are accomplishing the opposite result.
There have been some nervous break-downs
and a few people have left London, but no
approach to a general panic has ever been
visible.
The accountant finds his clients' offices
The greatest appreciation of American
filled with women and girls, many of whom participation has been shown on all sides, and
have never worked before. They are i n - public and press frankly acknowledge that
dustrious and, in general, efficient, but the had it not occured the Allies would have
lack of experienced supervisors leads to a been defeated, at any rate on land. Our
certain number of errors and delays in clos- troops have been cordially welcomed on the
ing the books. The English system of ac- few occasions in which they appeared in
counting requires that practically all post- London, and a great demonstration took
ings be checked, and when the time comes place on last 4th of July. A baseball game
to render the periodical statement to the between the American A r m y and Navy was
home office in America, if an error has not attended by the K i n g and high officials, and
been found by the client's staff, the auditor a crowd of 40,000 people cheered whenever
is expected to find it.
they got a good lead from the wise rooters.
A
s a humorously inclined client of ours put
Until recently there has been much preit,
" W e not only gave you your indepenjudice against so called American accountdence
but also show you how to celebrate."
ing methods, including all labor saving
A R E T R O S P E C T of life in London during the last two years brings to mind
a picture of increasing difficulties on one
hand, and of hardships borne with patience
and cheerfulness on the other.
The exigencies of war have forced the Government
to impose restriction on restriction, so that
there is as much Prussianism in England
as i n Germany itself, with the important
difference that in England it exists with the
consent of the people and is enforced in a
co-operative spirit as a temporary war
measure. Essential foods are controlled as
to quantity and price, and preference is
given to the forces and to hospitals in the
distribution of such products as cream,
fruit, and jam. Private cars have disappeared, newspapers are curtailed, and can
be obtained with certainty only by regular
subscribers, and at every turn one meets
similar restrictions. But while everything
is down to rock bottom the Government
appears to have firm control over the source
and distribution of all necessary supplies,
and nobody feels the pinch of want; there
is employment for all and that, combined
with high wages, enables everyone to meet
the increased cost of living.
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British opinion as to the duration of the
war varies from one to five years with the
average two to three. They are much encouraged by recent successes, but experience
teaches them not to expect too much.
When the battle of the Somme started on
the 2nd of July, 1916, I happened to be
visiting at a friend's country home some
forty miles south of London.
O n that
quiet Saturday night we heard the rumble
of the guns more than 150 miles away, and
everyone exulted that at last the offensive
had passed to us. A s day after day reports of our initial successes came in hope
rose higher until at last people spoke of the
end before Christmas. Since then the tide
of battle has ebbed and flowed many times
over that same blood soaked field, and the
British people know that no peace will come
until the H u n armies are destroyed.
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Soldiers on leave and wounded are seen
by scores on every hand, but the maimed
are kept off the streets and the eye is not
shocked by the badly mutilated who are
kept in convalescent homes and training
schools where they are taught some craft
which will keep them usefully employed on
their discharge. Already thousands of men
wearing the silver " F o r services rendered
to K i n g and Country" discharge badge are
returning to civil life and must show evident
signs of the wound or sickness which made
them unfit for service.

Close supervision is kept over the movements of every foreigner, and it has recently
been officially stated that there are only 6,000
uninterned enemy aliens in Great Britian.
Allies and neutrals require an identity book
and any change of address must be recorded
within twenty-four hours. A stop of even
To this end practically everyone is work- one night away from home necessitates at
ing directly or indirectly for the Govern- least three visits to the police station—one
ment. A l l men up to 53 are liable for mili- at home to check departure, one at destinatary service and are exempted only if physi- tion to check arrival and another at home
cally unfit or i f employed on work of to check return. This ceremony may take
national importance.
Exemption is not from one to three hours at each place, as the
easily obtained, and one of the rules is that time of civilians is presumed to have no
no one may change his employment with- value.
out the consent of the proper authorities.
The streets are practically pitch dark,
Moreover an attempt to do so is considered only the principal crossings being dimly
prima facia evidence that the applicant is lighted, while any beam of light showing
not doing essential work and is seldom tried from a window subjects the offender to a
unless a man is anxious to join up. A s a heavy fine. The theatres are all running,
matter of fact the whole male population is and patronized largely by colonials, all of
doing war work or keeping the business whom come to London when on leave. But
structure intact in order to supply the finan- the curtains must be rung down at 10:20,
cial sinews of war in the shape of taxes. The and as there is no other form of "night life"
women too have come to the front in a way (all dancing places and other resorts being
that has excited the admiration of all. closed) the streets are pretty quiet by 11:00
Tens of thousands are in the Red Cross and o'clock. The liquor situation has in general
the Women's A r m y in France, exposed to been well handled, as is best testified by the
all the discomforts and dangers of the fight- fact that for two years there has been no
ing zone. More are doing hospital and complaint from munition and other factories
canteen work at home, and the land army of any lost time due to drunkenness. Liquor
and army service corps has other thousands. may be sold only between the hours of 12:00
Besides these uniformed forces are the and 2:30 and 6:30 and 9:30, and the nomunition workers and civil servants, and treating law is strictly enforced.
The
last the part time volunteers doing the nec- strength of distilled spirits has been reduced
essary drudgery with neither glory nor pay. to 30 below proof and of malt liquors in pro-
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portion. The production has been curtailed
to about 25% of the pre-war quantity and
as a result prices are almost prohibitive even
if the goods can be obtained. Many bars
run out of supplies and close down, and
most will serve only one drink to each customer. The result is that excessive drinking is altogether eliminated.
Hand in hand with the work of winning
the war goes discussion and preparation of
post-war plans. Prominent in this are the
representatives of the British Colonies and
Over-Seas Dominions, all of whom are
working for a British Empire which shall
be self-sustaining and independent of the
rest of the world. It is to be hoped that
this idea can be extended to include the
United States and our Allies, otherwise
there will be danger of a trade war after
"The War". Other post-war problems loom
large. It is expected that demobilization
will take from two to four years. The returned soldier will in many cases not want
to go back to his old job, or will find it occupied by women who will not want to quit
work. Other thousands who have come in
contact with colonials and Americans will
wish to emigrate, and the already powerful
labor leaders will find additional forces to
back up their demands.
There is serious
discussion of the confiscation of capital, the
abandonment of the gold standard, and other
means of reducing the burden of the war
debt. A l l these problems will have to be
faced by the United States if the war continues a few years longer, and the discussions appearing in British periodicals will
repay reading.

Verifying the Cash (Continued)
M A N Y of the irregularities in the handling of cash are in the form of "borrowings" from the petty cash funds. Relatively few involve the bank account and the
falsification or alteration of the books. The
reason is apparent. In the latter situation
the number of variables to be controlled is
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greater. The manipulation is thus more
likely to be detected.
In cases where the cash is counted at regular intervals the borrowings take place
between counts. The money is usually replaced in time for the inspection of the
auditor. Where an audit is not customary
the shortage may go on indefinately. Under
such circumstances it is more likely to increase than decrease in amount.
The controlled or imprest fund makes
easier the work of the auditor in that he
knows at once the amount which he should
expect to find. It also makes more difficult
the work of the cashier who desires to commit irregularities in that it narrows the field
in which he may operate.
The term "imprest fund" is derived from
the English by whom it is used to denote an
advance or loan of money. It comes from the
latin word "praestare", meaning "to lend".
In England it originally signified a prepayment or advance of money from the royal
treasury for the purpose of carrying on some
public service. In the accounting parlance
of today it means a fund in a fixed amount
advanced to some one for the purpose of
providing for necessary disbursements, the
amount of the fund being always accounted
for either in cash or vouchers or both.
Where the amount of the cash is not fixed
or is allowed to fluctuate the auditor is never
quite sure that he has discovered all amounts
properly chargeable to the cashier, sometimes even after an exhausting and timeconsuming search of the records. He is
thus at times in doubt as to whether or not
the cashier is really short.
A l l this is
avoided where there is a fixed fund. The
precise amount which should be on hand in
cash or vouchers is not only known but the
information is available with sufficient
promptness to be of practical use. Under
the other method the cashier might be several hours on his way to a foreign port
before the amount of his accountability
could be determined.
Where there are regular audits and the
cash is counted at about the same time each
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month or period the cashier who is short
usually has little difficulty in obtaining and
exhibiting to the auditor the amount which
is needed to cover the shortage. Ways of
circumventing this are admittedly difficult to
find. One, and that which is the most effective, is to happen in at an unexpected
moment between regular times and count
the cash. Another way, which is equally
effective where circumstances permit, is to
count the cash at the beginning, and again
at the end, o f the engagement. Delaying
the count with the statement that auditor
does not wish to count the cash has been
known to serve as a trap into which unwary
cashiers have fallen. This is regarded in
a somewhat unfavorable light as it puts the
auditor in the position of making a false
statement. Still it is argued by those who
recommend it that if the cashier is found
short by the auditor there arises an unfriendly situation in which a false statement
or two makes little difference. Professional
ethics, however, demand that the accountant
keep truth on his side. If it is his intention
to delay the count and he is questioned as to
the matter, he may avoid it or give an answer to the question which will not commit
him. The cashier will not as a rule show,
even though he may feel, undue curiosity on
the subject.
To deposit in the bank all the cash in
hand thereby closing out the fund as suggested by some authors, seems to have little
to recommend it as the cashier has only to
wait until a check is drawn and a new fund
created to abstract the amount he had previously put into the cash for the purpose of
the count.

Helping to Win the War
C O L O N E L A R T H U R H . C A R T E R has
the acquaintance of so many persons in
our organization that we believe the following account of what the newspapers call his
great achievement will be of interest.
Colonel Carter is Commandant of the
Field Artillery Central Officers Training
School at Camp Zachary Taylor, Louisville,
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Kentucky. The first class, graduated August
17, 1918, numbered 1095. The graduating
exercises were carried out with a snap and
precision that is said to have surpassed that
of the West Point cadets.
The baccalaureate address was delivered
by Major General William J. Snow, Chief
of the Field Artillery.
Colonel Carter addressed the class in the
following scholarly and inspiring words:
"Gentlemen of the first and second battalions:
"Your military career as officers of the
United States A r m y begins today. I hope
that it will be as successful as your work
has been here and that you will continue
with the same energy, spirit and enthusiasm
you have shown as candidates in this training school.
" Y o u will assume new duties as commissioned officers and with them the corresponding responsibilities. Y o u cannot fail
to grasp the new duties and responsibilities
with pride. Your future advancement as
well as satisfaction will be achieved by constant study and observation with a view to
perfecting your efficiency to the highest
point.
"It is first of all an honor to serve your
country as a commissioned officer in this
great war. A s a competent officer you will
carry forward accurate and efficient preparations and training which are imperative in
order that we can accomplish the mission
given us by a people whose standards of living, freedom, justice, and honor demand a
fitting end to this war.
"When you join your regiment you will
be impressed with the opportunities afforded
for a practical application of what you have
learned during your course here. Y o u will
also be impressed with your lack of knowledge and experience. I strongly caution
and advise you that your professional career
as Field Artillery Officers demands your
best efforts, willingness to learn, and careful preparation for the tasks ahead of you.
"As the first class to be graduated from
this school you will set its standard in the
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service. I believe that the imprint you
leave will be one that reflects credit to those
who have spent careful efforts in your preparation for the work to be assigned you."
The Louisville Courier-Journal of A u gust 20, 1918, in commenting editorially on
the occasion compliments Colonel Carter as
follows:
"In making the Artillery School at Camp
Zachary Taylor the only one in the United
States and in arranging to graduate a class
of officers every week for the duration of
the war, the W a r Department paid Louisville and the camp a great compliment and
reposed in them a very sacred trust. But in
naming Lieut. Col. Carter as commandant
of the school, the W a r Department puts its
mark on him as the best artillery instructor
in the United States, and that involves more
than a sacred trust—it involves a responsibility great enough to make weak men recoil. Col. Carter has accepted the responsibility, and his first class is eager to prove
that the W a r Department made no mistake
in their 'prexy's' selection."

Boston Office
The firm announces the opening, under
date of August 15, 1918, of an office at 84
State Street (India Building), Boston,
Massachusetts. M r . R. K . Hyde has been
appointed manager.

Foreign Exchange (Continued)
DOLLAR LETTERS OF CREDIT

B R I E F L Y , a Letter of Credit is written
authority given to one party, usually a
vendor, to draw drafts on a bank or banker
for account of a third party.
There are
several classes and kinds of Letters of
Credit, but where the drafts are to be drawn
in dollars on an American bank, we have
the Dollar Letter of Credit, which has become an instrument of importance in international trade almost overnight.
For example, take raw silk purchased in
Japan for shipment to New Y o r k for the
purpose of being manufactured in the mill
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towns of New Jersey. The distance between New York and Japan is so far that
it is difficult for the vendor to inform himself as to the credit standing of the importer
or knowing once to keep his information
up to date. There are many cases, of
course, where the shipper abroad has absolute confidence in the importer and gladly
sells on open account. Far oftener the
importer is known abroad only in a general
way, and according to custom, provides the
seller with the guarantee of a bank in the
form of a Letter of Credit.
The next question is as to the kind of a
letter of credit which will be satisfactory.
Must it be opened through a Japanese bank
in yen or a London bank in sterling, or will
one opened through a prominent New York
bank in dollars be acceptable to the merchant in Japan? A l l this merchant really
cares about is the price for which he will be
able to sell his draft covering the value of
the silk.
This brings up for consideration the discount market in the city on which the Letter
of Credit is to be opened, because, after the
draft has been accepted, it will probably
be sold there as a bank acceptance. The
amount which the local banker will pay our
vendor in Japan will depend on the price
for which he will be able to discount the
draft in the city on which it is drawn.
London, for hundreds of years, has been
the great commodity market of the world.
There one will find a most complete equipment of docks, warehouses, auction rooms,
and other conveniences for handling international commerce.
Buyers have been
compelled to go there and buy raw material
from all over the world at retail, so to
speak.
London banks have prestige and
the experience in buying and selling commercial bills which results from handling
all this business successfully for a long
period of time. London banks are in possession of a hugh fund of capital from the
accumulated profits of years of success and
from the balances of banks and merchants
all over the earth who have found it advan-
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tageous to carry balances at this great market centre. This capital is always seeking
profitable investment and has enabled London to build up and maintain the most important of all discount markets.
Prior to 1913, although our imports and
exports were large in volume, the banking
laws of this country would not permit
national banks to accept time drafts. The
Federal Reserve Law, however, provided,
in substance, that member banks might "accept drafts not having more than six
months' sight to run and growing out of
the importation or exportation of goods up
to the amount of one-half their capital and
surplus." The bill also provided for the
purchase by the Federal Reserve Banks of
such drafts after acceptance. For the first
time in history this country found itself in
possession of the machinery to compete with
other nations for our just share of international trade.
W h y should we be compelled to buy at
retail in London or, in buying direct, be
compelled to allow a London bank to come
into the transaction and collect a commission? Formerly, it was because drafts
drawn on New York in dollars would have
to be held until maturity as an investment
or sold at a cheap price in a foreign discount market. The vendors abroad were
surely justified in asking for sterling credits.
The war has changed the situation for
the time being. The fund at London is
partly depleted and the balance is being used
to finance the war. This has abated the
keen competition. There is the further important reason of loss or delay of documents
passing in and out through the war zone,
and, of course, raw materials cannot be
handled for re-export through the London
market.
Without effort on our part we have been
placed in a position where dollar credits are
the only ones acceptable to the exporters
abroad. We find ourselves issuing an
amount greater than we could have hoped
for after years of competition in times of
peace. The dollar and the names of our banks
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are finding their way to the remotest corners
of the earth where formerly only the pound
sterling and the local currency were known.
We must remember that this new business
has come so easily because our competitors
are busy with other things. London still
holds the balance of banking power and the
apparatus for handling international commerce. Her merchant fleet, we know, will
be partly saved and all rebuilt. Later, we
shall have to retain the old and obtain the
new business in competition with her.
American enterprise, will be glad of the
opportunity to meet the other nations on
equal terms and to succeed solely on the
basis of merit.

Efficiency in Reality
IT was a saying of Napoleon that every
soldier carried in his knapsack the baton
of a marshal. So true is this that all who
set foot on the path of business advancement
feel the desire for a larger opportunity and
the possibility of an increased efficiency.
This word "efficiency" suffers from many
disagreeable connotations which have grown
up around it. The conception of a machinelike uniformity—the precision of an automaton—applied to human effort has at
times overshadowed the real and indespensable good in an intelligent efficiency. For
intelligent it must be first of a l l ; without
a mind in control the labor of a man's hand
is so much lost motion.
For our purpose, efficiency may be roughly defined as the power to do the work
before us in the best possible way, in the
least possible time, and with the least possible effort. In short, it is the ability to find
the best way of arriving at the best results.
A good piece of work is an achievement in
itself; when it has been accomplished with
the least possible expenditure of time and effort it is a product as nearly perfect as
human skill can make it, and the man whose
work it is has felt a joy in the doing that is
denied to a fumbling or less finished craftsman.
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Perhaps the first time that a man really
begins to live the efficient life is the day he
formulates for himself a clear and definite
ideal of what his work shall mean. H e
wants it to be not only an expression of
himself, but also a vital contribution to
society.
He then has a life-policy plainly
marked out; an aim toward which all his
effort tends.
Otherwise he drifts, loses
time, dissipates his energies. W i t h this
ideal in the forefront of his consciousness
he has not only an anchorage for the future,
but a spur to his present efforts.
The care of his health must necessarily
be the first step toward efficiency.
The
human machine must be attuned to its work;
kept in condition for its daily output. This
is so important a factor in a man's value to
society that whole libraries of books have
been written to point the way to physical
fitness. A n d yet, as an element of success,
how often is it overlooked!
It is practically impossible, without this
sense of physical well-being, to feel any enthusiasm for either work or play. Enthusiasm is the leaven that lifts our humble
strivings out of the region of the commonplace, lightening our burdens, infusing into
our work a glow of strength and vitality.
Listlessness and indifference vanish before
it. It helps "the other fellow" quite as
much as ourselves. A s a radiating centre
of good cheer and a rouser of "pep" it has
no equal. It is worth cultivating, if only
for the happiness it spreads abroad; but as an
aid to efficiency it has an incontestable value.
The impetus which comes from enthusiastically tackling a job and seeing it through
is half the battle. The man who rejoices in
work well done knows it as the real thrill
of creation.
Efficiency, like virtue, is so much its own
reward that it is worth while to spend a
good part of a life time in its interesting
though elusive pursuit. For as conditions
of life and work constantly change, so do

the principles of efficiency vary in their
application. The man whose mind is open
to receive and use ideas, who is responsive,
alert, and enthusiastic, no matter how far
he may seem from the attainment of his
ambitions, has already begun to rise.

Additions to the Library, August, 1918
Cutting the cost of stenographic service. New
York, Stenographic Efficiency Bureau, Remington Typewriter Company, (c1914.) 40 p.
How to become a successful stenographer;
for the young woman who wants to make good.
New York, Stenographic Efficiency
Bureau,
Remington Typewriter Company, 1916. 86 p.
Huebner, Solomon S. Life insurance; a text
book. New York, D., Appleton & Company,
1916. 481 p.
New York (state). Tax Department
The
tax law of the State of New York, with 1918
amendments; including provisions of the State
and Federal Constitutions, general and special
laws relating to taxation. Albany, New York,
July, 1918. 722 p. (New York State Tax Bulletin, v. 3, No. 3.)
Robert, Henry M . Robert's rules of order, revised, for deliberative assembles. Chicago, Scott,
Foresman & Company, (c1915). 323 p.
Philadelphia. City Controller. Manual of accounting, reporting and business procedure of
the City and County of Philadelphia; issued by
the City Controller in conformity with existing
laws and ordinances. Philadelphia, John M .
Walton, City Controller, 1917. 218 p.
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The Writing of a Report
A

R E P O R T is the formal medium whereby the firm conveys to the client the result of the engagement. It is the expression of the firm's opinion in the premises.
It is the evidence whereby the firm is judged.
The writing of a report is a function
which is delegated to qualified members of
the staff. The greater their ability to accept the responsibility and function under
their respective commissions the more valuable they become as members of the organization.
To write a good report should be the aim
and ambition of every member of the staff.
It is an accomplishment of which any one
may well be proud. It stamps a man with
the mark of ability.
A n enterprising junior recently, while
awaiting assignment in the absence of the
manager, took up the finished working
papers on an engagement and tried his hand
at writing the report. The showing was
a most creditable one.
Initiative of this kind should be encouraged. Many a man might be able to
write a good report were he to have an
opportunity to try.
The ancient tribal
method of teaching through "trial and
error" still has its value. Without the
"trial" the "error" will not be disclosed.
Once disclosed, practice combined with constructive criticism may soon overcome the
faults.
A report consists, roughly speaking, of
three parts: the presentation, the statements, and the comments. The presentation

serves formally to transmit the report and
serves as an index to the contents. It is
more or less stereotyped in form and may
be easily memorized, if need be. The statements vary in form but individually follow
general lines, to which, in turn, variation
applies when circumstances dictate. To become familiar with the forms is not a difficult matter. The comments constitute the
chief stumbling block of most accountants.
They serve to present matters of general
information; to bring sharply to the attention a particular fact which might be
passed over in reading the statements; to
elucidate certain facts or figures in the
statements; to offer an opportunity for
qualification; and, in appropriate instances,
to provide for criticism, suggestion, or recommendation.
N o report should be started without first
considering deliberately and thoroughly its
primary purpose. One client may want
simply an independent and unbiased statement of his financial condition for his own
satisfaction. Another client may want the
report for purposes of litigation; another,
for the sale of a business. It may be used
in making representations to the Treasury
Department in matters relating to taxes.
Every report should be so complete as to
stand the strain of any of these tests.
No detail of the field work should ever be
undertaken without having in mind the effect upon the report. The man who does
the work should put himself in the place of
the man who is to write the report.
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Foreign Exchange
DOLLAR LETTERS OF CREDIT

C O N T I N U I N G the discussion of the dollar letter of credit described in the preceding article: When the importer in New
York has arranged to settle for purchases of
silk in Japan by this means, he will go to
his local bank and make out the formal application for the credit. This will cover the
total amount of drafts to be drawn, the
time within which they are to be drawn, the
tenor of the drafts, a brief description of
the merchandise to be shipped, and the documents required.
The opening of the letter of credit is, of
course, granting accomodation to the importer and authority must be obtained from
the department which checks credits.
The clerk in the Foreign Department is
now ready to have the formal letter of
credit drawn up. The wording is quite
lengthy, but in substance the New York
bank addressing the vendor in Japan provides that if the vendor ships certain goods,
which are described, within a certain time,
and attaches the shipping documents which
are named, usually bills of lading, insurance
certificates covering marine and war risks, a
consular invoice and a commercial invoice,
to the draft for the selling price of the goods,
they (the New York Bank) will accept the
draft in accordance with the terms of the
letter of credit. A t the same time the bank
has a contract drawn up in duplicate, which
is signed by the bank and the importer, covering the letter of credit. The importer
promises to reimburse the bank one day before maturity for all drafts accepted by the
bank under the letter of credit. The issuing of the letter of credit and the executing of the contract cause a double contingent liability to spring up. First, there is the
promise of the New Y o r k bank to the vendor
in Japan to accept drafts drawn in conformity with the terms of the letter of credit,
and there is the offsetting promise of the
importer in New York to reimburse the bank
for drafts accepted under the letter of credit.
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(Continued)

This double contingent liability should always be reflected through the accounts of
the bank. Sometimes only a memorandum
account is kept, which is satisfactory provided the correctness is verified at regular
intervals. National banks are required by
the Comptroller of the Currency to use offsetting accounts in their statements. The
promise of the importer to the bank is shown
by a charge to an account called "Customers'
Liability under Letters of Credit and A c ceptances," which from the point of view
of the bank represents a contingent asset.
The promise of the bank to the vendor is reflected in an account entitled "Unused Letters of Credit," a contingent liability. These
two accounts are carried in the general
ledger of the Foreign Department. The
Unused Letter of Credit account is a controlling account.
The subsidiary record will take the form
of a loose-leaf book with one page for each
letter of credit opened. The pages will be
arranged in alphabetical order according to
the names of the customers for whose account the letters of credit are opened. On
the loose-leaf sheets there will be given the
details of the letter of credit and a description of the merchandise to be shipped, and
ample space will be provided for a record
of drafts accepted and documents received,
and a description of the merchandise the documents represent. The importer mails the
formal letter of credit to the vendor in
Japan, who places his merchandise on board
the vessel, receives his bills of lading, takes
out the necessary insurance and receives
certificates therefor, and makes up the consular invoice and has it attested. Now the
vendor mails one copy of the bill of lading
to the bank in New York with a letter describing briefly the merchandise shipped and
the draft drawn. Two copies of the bills of
lading, one copy of each insurance certificate,
the consular invoice and the commercial invoices are attached to the original draft
which he has drawn. Other copies of the
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bills of lading and any other documents are
attached to the duplicate draft. The vendor
takes both original and duplicate copies of
the draft to his banker in Kobe or Yokohama
and sells them for a price in yen. He is
able to do this because he exhibits a letter
of credit of a New York bank. If he prefers, which is seldom, he may deposit the
draft for collection. The Kobe bank sends
the draft to London or New York for negotiation or collection, and finally, after
passing through the hands of several banks
and bankers, the draft is presented at the
window of the New York bank for acceptance. The letter advising the drawing of
the draft has probably been received previously and held by the New York bank
awaiting presentation of the draft.
Acceptance of the draft and the examination and disposition of the documents will
be covered in the next article.

We take great pleasure in announcing that
Mr. Ludlam has been requested to go to
France to take charge of the accounting
between the United States and the Allied
Governments.
The undertaking, we understand, will include not only the transactions among
nations and individuals incident to the military operations, but as well the final settlements at the peace table. It is probably the
largest and most important accounting task
the world has ever known.
Mr. Ludlam's rank has not yet been fixed,
but it is probable that he will receive a military commission in keeping with the dignity
and authority which the work will require.
The staff which will accompany Mr. Ludlam
will consist of three majors, six captains,
sixteen lieutenants, thirty privates, and the
necessary force of secretaries, stenographers,
and clerks.
It has been decided not to draw on our
organization for the purpose of making up
this force. The firm feels that the need for
accountants in our own country is now acute.
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Moreover, as the Government has already
claimed the services of M r . Dunn, the additional sacrifice in giving up M r . Ludlam
is so great that further withdrawals from
the organization would not be desirable.

As a result of the recent meeting of the
members of the firm and managers, M r . H .
S. DeVault was appointed associate manager of our Atlanta office, and M r . H . F .
Farrington associate manager of our Watertown office.
Because of the long continued illness of
M r . C. H . Banks, and our desire to relieve
him of the routine work of the Denver
office and the pressure attendant on the busy
season of the year, M r . J. F . Pflug, of the
Chicago office, has been appointed manager.
Mr. Banks will continue his connection with
us as associate manager.
The demands of our Report Department
have made it necessary to associate someone with M r . Vaughan. M r . W . H . Bell, of
the St. Louis office, who has had considerable experience in that class of work, has
been called to New York for that purpose,
and M r . J . H . O'Connell, the ranking
member of the St. Louis staff, has been appointed to succeed him as manager. This
change becomes effective November first.

We feel a glow of pride in the spirit and
achievement of "our boys" in the service,
many of whom remember us in the midst
of most arduous work. A letter to M r .
Sells from M r . T. E . Henriques, formerly
of the New York staff, gives an enthusiastic picture of his life at Fort Hancock,
Georgia:
"Camp Hancock, Georgia.
"September 18, 1918.
"Dear M r . Sells:
" A m enclosing a picture to let you see
what two months' training will do for a
young man in the service. If parents knew
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what good the boys get out of it, and the
care they get, they would stop getting grey
hairs worrying about their sons getting
killed, etc. We laugh and carry on like twoyear-olds, and i f you had been down here
last week to see the overseas 'bunch' going
away, you would have wanted to know
what all the noise they were making was
about. We had a farewell dinner for them,
and it was some dinner, too. Made me
think I was at home. Consisted of fruit
salad, roast pork, glazed sweet potatoes,
green peas, olives, grapes, cookies, icecream, cake, and—the first I have tasted
since leaving home—butter. I starved myself all day as I knew what we were going
to get. During the day we all went to the
woods and got branches of trees to decorate
the mess hall. With flags of the Allies it
looked great to see Old Glory in the middle
of a small jungle. Speeches and talent from
the camp entertained us from 7.30 till 11
P. M . I hope to go through another dinner
as I am put on the permanent personnel to
train the next company of 'rookies' that
come in. W e all went through 'gas' and I
can't say when I was tested for same in the
gas chamber I liked the smell. We had two
tests, 'Tear Gas' and 'Chlorine,' both deadly, but everyone was sure he had the mask
adjusted right before going through the
tests.
"Our machine gun instruction is getting
along fine, and at the long distance range,
where we shoot at a target one-half a mile
away, it is an experience I hope to tell the
home folks some day.
" Y o u once asked me if I wanted a sweater
and a pair of sox. I thought it would have
been a clumsy package to take with me at
the time I was leaving, but I wish I had
them with me now. The weather is very
cool and the nights are actually so cold
that we can't keep warm enough to get
a good night's rest. Would be tickled to
death to receive same at an early date."
It is perhaps needless to add that the
coveted sweater and "sox" were despatched
to M r . Henriques in short order.
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Verifying the Cash (Continued)
THE idea of having the auditor deposit all
the cash in hand, thereby closing out the
fund after having counted it, is one which
seems worthy of scant consideration. The
matter of depositing checks which may be
found in the cash at the time of the count
is a different one.
It seldom happens that the judgment of
the auditor as to the value of checks which
he finds in the cash is worth anything. It
is an exception to the rule when he knows
the signature of the maker of the check,
not to mention his financial standing.
There might easily be included in the cash
when it is counted any number of bogus
checks of small amounts, or one check of
similar nature, provided the amount involved were not sufficiently large to excite
suspicion. There would be nothing to prevent the cashier from covering a shortage by
putting into the cash for the duration of
the count a bad check which might have
every appearance of being genuine. After
the count it might easily be withdrawn, unless the auditor makes up or watches closely
the making up of a deposit slip and sees
the checks safely lodged in the bank. The
surest way is for the auditor or one of his
assistants to take them personally to the
bank for deposit.
It is claimed by one of the members of our
staff that this step is not sufficient. H e advocates arranging with the bank to notify
the auditor of any checks which, for any
reason, may be returned within the next
few days after the deposit. The position
is well taken, since any fictitious checks
would thus be discovered. If this precaution
were not taken and such checks were merely
deposited without the coöperation of the
bank, they might, when returned by the
bank, find their way into the hands of the
culpable person. The precaution of depositing the checks would thus be set at naught.
In the counting of the cash care should
be exercised to make a complete and understandable record of the count. One has only
to run through working papers frequently
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to realize how often this important matter
is overlooked. Even though the cash papers
may be put in order and perhaps pinned together by the accountant who prepares them,
they many times become unfastened and detached. In such instances the figures which
they show may be the only means of connecting them.
It should be an invariable rule of the accountant never to start a working paper of
any kind without giving it a proper heading.
Such heading, in the case of the cash count,
should embrace the name of the client, the
description of the record which the sheet
purports to give, the date and hour of the
count, the name of the person in whose
custody the cash in question is held, and the
name, not initials, of the accountant who is
making the count.
The record of the count should show the
bills, silver, and gold, listed separately. The
denominations within each of these classes
and the number of items corresponding to
each denomination should also appear.
Checks included in the cash should be listed
individually, setting forth with regard to
each the number, date, payee, amount,
maker, and any endorsements which may be
shown. I. O. U's on any cash tickets should
also be set out separately, showing the date,
name, and amount.
Bills in packages should all be counted,
regardless of whether they are old or new.
Silver in rolls may be accepted without
breaking the rolls, so long as the auditor is
satisfied as to the contents of the rolls.
After the count, and without allowing the
checks to get out of his control, the auditor
should make up the deposit slip for the
checks and see personally that the deposit is
made.
The total, according to the record of the
count, should be agreed with the balance in
the cash book and, i f possible, the general
ledger. A n y difference which may exist
should be submitted to the person having
charge of the cash, so that opportunity may
be had to explain or find the difference. A n y
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unwarranted difference should be noted on
the cash count and reported immediately to
the office to which the auditor is attached.
Any comment necessary should be written
on the record of the count immediately,
while the matter is fresh in mind.

Problem Relating to Stock with
No Par Value
THE Star Specialty Corporation was organized August 31, 1917, under the
laws of the State of New York providing
for the organization of corporations with
stock having no par value. The capital
stated in the charter as the amount with
which the corporation was to conduct business was $150,000. The capital stock
authorized consisted of 1,000 shares of preferred with a par value of $100 each and
1,000 shares of common having no par
value.
On September 1, 1917, the corporation
took over from a predecessor company called
the Star Specialty Company, a corporation
organized under the laws of the State of
Delaware, all the assets of the company, including certain patents and patterns, and
any good-will which might have existed.
The directors of the successor company
placed a value of $150,000 on the assets
acquired; the company assumed, in accordance with the agreement, liabilities of the
predecessor company in the amount of, $25,
000; and there was issued to the predecessor
company, in settlement, 500 shares of the
preferred stock and all the common stock.
Among the assets received were cash $10,
000; accounts receivable $8,000. The balance between the total of these amounts and
the value of the total assets was assigned
to good-will, patents, and patterns.
The operations for the year ended August
31, 1918, resulted in a loss of $8,500.
Y o u are asked to prepare a balance sheet
after the opening entries have been made,
and to show how the deficit from operations
should be treated, in preparing the balance
sheet at the end of the first year's business.
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Division of Mechanical Devices
Punching—Sorting—Tabulating Machines (Continued)
THE "Dual Card" was briefly described
in the August edition of the Bulletin
and we reprint below an illustration of the

" A 'Field' consists of one or more vertical columns of numerals (0 to 9 ) , arranged
according to the classifications desired for

card to present its advantages over the
regular card on particular classes of work
which are self evident.
Further extracts from the Tabulating
Machine Company's booklet follow:
"The methods of operating the Hollerith
Machines, described in subsequent paragraphs, are given after careful study and
are believed to be the most efficient.

the particular business under consideration.
The heading of a 'Field' denotes the nature
of the information which it contains, as
'Year,'
'State,'
'Customer,'
'Department,' 'Value,' etc.

T H E CARD

"The Hollerith Card is furnished in seven
colors, and in two sizes, each size having
two capacities, as follows:
Short card wide spacing, size 5 5/8" x 3
1/4", 3/16" between columns, 27 columns.
Short card narrow spacing, size 5 5/8" x
3 1/4", 5/32" between columns, 34 columns.
Long card wide spacing, size 7 3/8" x 3
1/4", 3/16" between columns, 37 columns.
Long card narrow spacing, size 7 3/8" x
3 1/4", 5/32" between columns, 45 columns.
The card is divided into what are termed
'Fields.'

"Great care should be exercised in designing the card. A well designed card facilitates the punching, sorting and tabulating.
The field of the Hollerith card should follow, so far as possible, the sequence of the
items on the original record. It is desirable that the sorting or clasification fields
should be at the left and the adding fields
at the right end of the card. When several
forms of cards are to be used in the same
machine, the tabulating will be facilitated if
the fields to be added occupy the same relative position on the various cards.
"The number of columns i n an adding
field is determined by the largest individualitem to be recorded. A n item of $10.50 would
require four columns. The number of columns in a sorting field is determined by the
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number of items to be provided for, as
States of the Union ( 4 9 ) , which would require two columns. When the number of
items in a sorting field does not exceed
twelve, they can be confined to one column
by utilizing the two spaces or position above
the V , commonly designated as the ' X '
or '11' position, and '12' position. This
arrangement is not possible, however, in
an adding field.
"Where due to the requirements of the
work the capacity of the card is insufficient
to accomodate the full number of classifications desired, resort may be had to what is
termed a 'Split Column,' by which as many
as four different classifications can be provided for in one column.
"It is desirable, however, that this be confined either to the gang punched portion of
the card or to the last key punched column
of the card, due to the fact that this is the
only point where the rack of the key punch
does not move forward after a hole has
been punched.
"Information to be transferred to a Hollerith card should first be codified. Numerical codes are practically essential to obtain
the best results from the system. Composite
codes are often easily memorized, and translated, as for example: '1001', the first two
figures indicating State, the last two Town.
Verification: " A s the punched card is
the material from which the analysis is
made, great care should be taken to assure
its correctness. There are several methods
of so doing:
1. Verification by calling back.
2. Verification by thumbing (dual card).
3. Verification by addition.
4. Verification by duplicate punching and
matching cards.
5. Verification by punch verifying machine.
6. Verification by use of the C - E - Z
Verifier.
"Regardless of the method adopted, the
verification of punched cards is greatly sim-
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plified by keeping the cards and the original
data in the same order.
Thumbing: "Dual cards may be verified
as follows: Sort the cards to the field to be
verified, then take the cards of each classification number, ruff them, bend them between thumb and fingers, and with thumb,
release one card at a time, examining the
written part to be sure that it has the right
classification number.
This examination
can be made at the rate of about 100 cards
per minute.
"Verification by Addition: When this
plan is followed, cards should be proved in
blocks of 50 or 100. The method is to take
each block, total the various fields on the
tabulator, then compare these totals with
totals of the same items secured from the
original records by an adding machine. If
the totals agree, the cards may be considered
correct. If they do not agree, it is an easy
matter to locate the error by individual
checking.
"Verification by Duplicate Punching:
Duplicate sets of cards of different colors
are punched from the same data by different
operators. Two cards bearing the same data
are then placed one on the other; if the
holes in one correspond with the holes in
the other, both are considered correct. If
they do not correspond, the error is easily
found by comparing them with the original
data.
"Verification by Punch Verifying M a chine: The Punch Verifying Machine in appearance and operation is similar to the Key
Punch. The card to be verified is placed in
the machine, and the operator, referring to
the original data, proceeds as though punching a new card. If when a key is struck,
the carriage fails to advance, the Verifier
immediately knows that the Operator either
of the Punch or Verifier has made an error.
A comparison of the card with the original
record immediately locates the error.
"Verification by ' C - E - Z ' Verifier: This
is an electrically lighted device, made in A r t
Metal, to facilitate reading of punched tabu-
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lating cards. Cards are dropped into place
and removed with ease. The punched out
holes are shown as green windows and the
numbers representing the 'cut-outs' come
brilliantly into view. The numbers and fields
are so distinct they can be easily read from a
distance. The handling and reading of cards
is greatly facilitated by this device and verification with original matter is accomplished
with celerity and accuracy.
"Verification by Calling Back: This is accomplished by two clerks, preferably by
others than those who punched the particular cards being checked, one reading
aloud from the punched card while the other
checks it against the original data."
Space does not permit of a description in
detail of the various machines such as the
key punch, the gang punch, the sorter, and
the tabulator. This information in printed
form has been placed on file and is readily
available for the use of the members of the
staff.
The most desirable method of filing cards
is in special cabinets, wood or steel. These
are made by several manufacturers of office
furniture.
A serviceable and fairly presentable cabinet may be made from the small boxes in
which cards are shipped; attach a pull handle
and label holder to the front, and fit them in
a rack placed against the wall.
Whatever method is adopted, means
should be taken to pack the cards tightly to
prevent them from being affected by the atmospheric conditions. They should be filed
in a dry place.
i n filing, it is always desirable to separate
groups by index cards which show the group
number and perhaps other identifying symbols. Unfinished work in files or trays
should always have index cards stating how
far the work has progressed.
Care should be taken in handling all cards
as injured cards do not feed readily in the
machines.
Where information on the original data
must be coded before being punched code
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holders, of which there are several on the
market, are of valuable assistance.

Additions to the Library, Sept., 1918
Connecticut.
General Assembly.
Laws concerning local and state revenue passed by the
General Assembly, Session of 1917. Hartford,
Conn., Tax Commissioner, July, 1917. 30 p.
Taxation of miscellaneous corporations, in
effect August 1, 1915. Hartford, Conn., 1915. 6 p.
Guaranty Trust Company of New York. Federal Capital Stock Tax (Revenue Act of September 8, 1916) and Treasury Department Regulations No. 38, revised 1918. New York, Guaranty
Trust Company, (1918.) 36 p.
National Foreign Trade Council. Official report of the fifth National Foreign Trade Convention held at Cincinnati, Ohio, April 18-20,
1918. New York, National Foreign Trade Council, (c1918.) 667 p.
Standard clauses for the contracts between the
government and the railroads; final draft, September 5, 1918. (Form A, for companies without subsidiaries.) 21 p.
United States. Federal Trade Commission.
Detailed instructions covering the preparation of
textile schedule, pertaining to F. T. C. Textile
Schedule "A." Washington, Federal Trade Commission, (1918.) 6 p.
Textile report, Schedule A. Washington,
Federal Trade Commission, (1918.) 22 p.
United States. Treasury Department Regulations No. 38 (revised) relating to the Capital
Stock Tax under the Revenue Act of September
8, 1916. August 9, 1918. Washington, Government Printing Office, 1918. 31 p.
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The Acid Test
THE test of the adequacy and fitness of
a report is its passage through the report department. The test of a man as
an accountant is his ability to successfully
defend his report under the cross-examination to which he submits when the report
is reviewed. The ordeal may be trying,
but it is necessary.
The practice of reviewing reports rests
on several theories. One is that the accountant who knows what he has been doing should be able to justify his work and
his conclusions. Another is that if the accountant would express himself so that he
may be understood by the client the report
should be clear to any other person who,
without previous knowledge of the facts,
may read it. Further, the critic in the report department may review twenty-five
reports while the accountant in charge is
preparing one. Constant attention to this
work renders the reviewer expert in this
particular so that his examination of the report is likely to be far more searching than
that of any client. In addition, the experience of the reviewer is made available to
the accountant. The work has immense
educational value.
It is probable that too many accountants look upon the reviewing of a report
as a personal matter. It should in reality
be regarded as an opportunity to gain ex69

perience. The attitude of both parties to
the review should be to make the operation an educational one as well as one of
practical business. Changes in the report
may be necessary. They should not be
made ruthlessly. They should not be
made if unnecessary. Reasons and explanations should be given if they are to benefit the accountant. The man who cannot stand a change when, in the opinion of
someone better fitted than himself to
judge, a change is necessary is a small
calibre man whose progress and success
will be meagre.
To submit to the review of one's report
requires nerve. It requires preparation.
It calls for a measure of the right kind of
fighting spirit; not the militant kind which
is disagreeable, but the calm, deliberate,
determined kind which brings out the best
which the situation offers. Each successive
experience should stimulate the man in
question to better efforts; to more thoroughness in his work; to greater determination to prepare himself so that he may
successfully withstand the searching inquiry of the reviewer.
For the man who has the nerve to stand
the acid test confident that it is making a
better accountant of him and thereby contributing to the general effectiveness of
the staff there is unlimited opportunity.
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Trust Company Auditing
A

T R U S T company is a hybrid organization incorporated under the laws
of some one of the various States or of the
District of Columbia. Any attempt to
classify a trust company as to the kind of
business transacted meets with difficulty, in
that many of them carry on a banking
business in addition to performing the
function of a trustee, while many others
combine these functions with title insurance and what-not.
In the State of New York, Laws of
1914, Chapter 369, "when authorized by
the Superintendent of Banks, as provided
by Section 23 of this Chapter, seven or
more persons may form a corporation to
be known as a trust company. Such persons shall subscribe and acknowledge an
organization certificate, in duplicate, which
shall specifically state:
(1) The name by which the trust company is to be known.
(2) The place where its business is to
be transacted.
(3) The amount of its capital stock
(ranging from $100,000.00 to $500,000.00, depending upon population) and
the number of shares into which such capital stock shall be divided.
(4) The names and places of residence
of the incorporators.
(5) The term of its existence, which
may be perpetual.
(6) A declaration that each incorporator will accept the responsibilities and
faithfully discharge the duties of a director
therein, if elected to act as such, when authorized by the provisions of this chapter."
"Every trust company shall . . . . .
keep on deposit with the Superintendent of
Banks interest-bearing stocks or bonds of
the United States, or of this State, or of any
city, county, town, village, or free school
district in this State authorized by the Legislature to be issued to the amount in value
of ten per centum of its capital stock,"
(but not less than $20,000 to $100,000,

depending upon the population of the
place in which the company is located.)
Trust companies derive their corporate
powers from the general and stock corporation laws of the State, the special provisions of the banking law (Consolidated
Laws of New York, Chapter 2, Article 5,
Paragraph 185), and such additional powers as may be granted to them under their
respective charters.
Most trust companies in this State are
members of the Clearing House Association, and many of the leading ones are
members of the Federal Reserve System.
In this latter particular, the trust companies are rapidly falling into line.
A trust company has as its object the
making of profit, like any mercantile organization. It is divided, generally speaking, into two parts: the banking department and the trust department. Today
many trust companies have foreign departments.
The functions of the banking department are, in a general sense, to receive deposits, make loans, invest any surplus
funds, and maintain the necessary legal reserves.
The following are the functions of the
trust department:
Establish and maintain trusts with—
(A) Individuals.
(B) Corporations.
(A) Called Individual or Personal Trusts:
(1) Serving as depositary under
agreements with living persons.
(2) Serving as Executor and Trustee under wills.
(3) Serving under appointment of
courts:
(a) Substituted Trustee under
agreement or will.
(b) Guardian of minors.
(c) Trustee for incompetents
(B) Called Corporate Trusts :
(1) Trustee under Mortgage to secure bonds:
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(a) Real estate mortgage.
(b) Chattel mortgage.
(c) Collateral trust mortgage.
(2) Depositary under Voting Trust
Agreements.
(3) Registrar and Transfer Agent.
(To guard against overissue
and forgery of stock or loss
of bonds.)
(4) Reorganization depositary.
The foreign department buys and sells
bills of exchange, issues letters of credit,
makes collections in foreign countries,
makes cable remittances, etc.
The accounts of a trust company are
summarized in a general ledger which, as
a rule, contains the classification of accounts for the banking department and
controlling accounts for the trust department and the foreign department. The
latter ledgers contain the classifications of
accounts for the respective departments.
Reverting to the banking department, it
may be said, in generalization, that deposits result in cash and collection items
against other banks and trust companies.
Loans of cash are made on notes—demand, time, customers', some or all of
which are secured by collateral. Surplus
cash is invested in securities or loaned on
bonds or mortgages. Reserves which
range from ten to fifteen per cent. of the
deposits must be maintained as follows:
"At least one-half of the reserves on
hand shall consist of gold, gold bullion,
gold coin, United States gold certificates
or United States notes, and the remainder
shall consist of any form of currency other
than reserve notes authorized by the Laws
of the United States. If any trust company shall become a member of a federal
reserve bank, it may maintain as reserves
on deposit with such federal reserve bank
such portion of its total reserves as shall
be required of members of such federal
reserve bank."
It should be borne in mind, in connection with the term "reserves" that the
sense is the exact opposite of that in which
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it is used in ordinary accounting terminology. When an accountant speaks of a reserve, he usually refers to a part of the
profits which has been set aside. Such an
account is always found on the credit side
of the ledger, and represents merely an
adjunct of the surplus account. If the accountant wishes to convey the idea that
assets have actually been set aside, he refers to the operation as the "funding of
the reserve." The banker, when he refers
to a reserve, means the actual setting aside
of funds for the purpose of providing for
some liability.
Growing out of the various operations
suggested above, there is need for accounts
on the general ledger of the banking department somewhat as follows:
Credits
Debits
Depositors—open acCash in office
counts
Cash in vault
Cash on deposit with Time certificates of
other banks and
deposit
trust companies. Demand certificates
Due from other banks of deposit
Certified checks
Demand loans
Due to other banks
Time loans
Coupon deposits
Customers' loans
Cashier's checks
Bills purchased
Bills discounted
Stocks and bonds
Bonds and mortgages
(To be continued)

Solution to Non-Par Value
Stock Problem
THE State of New York, under date of
April 15, 1912, passed a law (Laws
of the State of New York, 1912, Chapter
351) known as the Non-Par Value Stock
Law. It grew out of the practice of "watering" stock, and was offered as a remedy
for same. While the law has been in force
several years, comparatively few newly organized corporations have taken advantage of its provisions. The law relates
only to common stock, and provides generally as follows:
Any corporation at formation or reor-
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ganization, except a moneyed corporation
or one under the jurisdiction of any public
service commission, may issue stock without nominal or par value, provided same is
so marked across the face of certificates.
The charter shall state the amount with
which the corporation will carry on business, which amount shall be not less than
the amount of preferred stock (if any) and
in no event less than five hundred dollars.
Any and all shares issued as permitted
by this law shall be deemed fully paid and
non-assessable, and the holders of such
shares shall not be liable to the corporation or to its creditors in respect thereof.
In the case of the Star Specialty Corporation the directors placed a value of
$150,000 on the total assets taken over
from the Star Specialty Company. Such
action on the part of the directors was, according to the law, and in the absence of
fraud, conclusive evidence as to the value
of the assets.
Obviously, if the total assets were worth
$150,000, and included in the amounts
were two items, one of cash, $10,000, the
other of accounts receivable, $8,000, the
balance, $132,000, must be assigned as the
value of the good-will, patents, and patterns.
If the assets acquired were considered
worth $150,000, and the company assumed liabilities amounting to $25,000, the
capital equity in the assets was $125,000.
Since the company issued $50,000 par
value of preferred stock, the balance,
$75,000, represents the equity of the common shares, regardless of their number.
The balance sheet at the time of organization would appear as follows:
T H E STAR SPECIALTY CORPORATION
B A L A N C E SHEET, SEPTEMBER

1,

1917

Assets
Cash
$10,000
Accounts receivable
8,000
Good-will, patents and patterns
132,000
Total assets

$150,000

November

Liabilities and Capital
Accounts payable
. $25,000
Capital: (required by charter $150,000).
Preferred stock:
Authorized 1,000 shares
par value $100
each
$100,000
Less unissued. . 50,000
Issued and outstanding
$50,000
Common stock
(no par value)
1,000 shares issued and outstanding. . . . 75,000
Total capital

125,000

Total liabilities
and capital

$150,000

One comment with regard to the balance sheet is necessary. The amount of
capital with which the company, as provided in the charter, is to carry on business is $150,000. The presumption is
that so long as the capital equity remains
less than $150,000 no dividends may be
declared. The amount of capital specified
in the charter should consequently be
shown.
The effect of the loss from operations
is to reduce the book value of the common
stock, there being no surplus against which
it might be charged. Ordinarily the book
value of the common stock is established
at the time of organization by the excess
of assets over liabilities and preferred
stock. Such amount is then assigned to the
common stock and the subsequent surplus
from operation accumulated in a surplus
account. While this is desirable in order
to show the financial progress of the
company resulting from operations, the
book value of the common stock is nevertheless at all times determined by ascertaining the excess of assets over the liabilities and preferred stock combined.
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In the present instance there is a deficit
from operations instead of a surplus. The
effect upon the common stock equity is
shown below:
Capital—
(Required by charter $150,000).
Preferred stock:
Authorized—1,000
shares
par
v a l u e $100
each
$100,000
Unissued . . . . . .
50,000
Issued and outstanding. . $50,000
Common stocks (No par
value)
1,000 shares issued and outstanding—book
value at time of
issue
$75,000
Less loss from operations
8,500 66,500
Total capital.

$116,500

This treatment is preferable to that
which is sometimes given the subject,
wherein the excess of assets over liabilities and preferred stock at time of organization is credited to surplus showing the
common stock in shares without book
value. The danger in such treatment is
that if the first balance sheet is unaccompanied by the income statement, the impression may be received by the person
reading the balance sheet that the surplus
has been earned. Any balance sheet subsequent to the first one would give the
same impression. This impression is
avoided where the matter is handled as
above.

Alien Property Specifications
WE

are indebted to M r . Dunn for the
following specifications issued to public accountants with a view of unifying the
form and arrangement of exhibits which
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constitute a part of their reports to the
Alien Property Custodian. It requires only
slight thought to make one realize the
value which guidance of this kind will have
in influencing the work and reports of public accountants in general, and in promoting uniformity in the matter or terminology.
A L I E N PROPERTY CUSTODIAN
B U R E A U OF AUDITS

SPECIFICATIONS
or general facts
and true conditions and results to be
determined and disclosed in reports by
public accountants from their examinations
into the books of account, records, and affairs of properties coming into the custody
or under the control of the Alien Property
Custodian by reason of enemy ownership
therein and the operation of the Trading
With the Enemy Act and the President's
proclamations and executive orders thereunder.
1. The financial condition at the closing
date of the examination and at the close
of the fiscal year which ended next prior
to February 3, 1917. Such Balance
Sheet exhibit should be in columnar
form in the date order stated, but extended so as to show the increases and
decreases in items, and it should be arranged so as to make the liquid position
readily determinable.
(a) Accounts against trade debtors
and in favor of trade creditors located in the United States, in neutral countries, and in war associated countries outside of enemy occupied territory should appear as
separate items of Liquid Assets
and Current Liabilities; as also accounts against or in favor of directors, officers, and employees of
the corporation.
(b) Accounts against enemy debtors,
if any, should not be included in
Liquid Assets, but should be given
position as a principal item, and
at the closing date a reserve of
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(c)

(d)

(e)

(f)

equal amount should be deducted
and extension made at nil.
Merchandise accounts should be
included under Liquid Assets, and
it should be indicated whether the
values as stated are taken from inventories or whether approximated, and if the latter the text
of the report should contain a
statement of the manner in which
the approximation was made from
the past experience of the company in the ratio of the cost of
goods sold to the net proceeds of
sales. If the merchandise values
are taken from inventories as of
the closing date, the text of the report should set forth the responsibility for such inventories. Audit
of the mathematical factors in inventories is not desired unless
there has been supervision over the
quantitative factor and verification
of the price factor at cost or at
market price, according to which
is the lesser, and with due regard
for conservative pricing of stale,
damaged, or obsolete materials or
goods.
Investments in marketable securities should be included in Liquid
Assets, should be valued accordingly, and should be sustained by
detail schedules as at both dates.
Subscriptions for United States
Government bonds should be inincluded for the full amount thereof, and unpaid instalments on such
subscriptions should be included
as such in Current Liabilities.
Unless there be found good reason
to the contrary, under such practices as are approved by Federal
and State Commissions, Deferred
Assets should be limited to expenditures which are applicable to future operations, and the character
and amount of each should be disclosed in sub-items.
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(g) Property should be separated as
between that owned in fee and
that which is located on leaseholds,
both kinds should be sustained by
comparative schedules, and reserves for depreciation of the former and for amortization of the
latter should be deducted instead
of setting them into the liability
side of the Balance Sheet.
(h) Accounts owing to enemy creditors
should be a separate item of Current Liabilities, because subject to
demand by the Alien Property
Custodian.
(i) Current Liabilities should include
determinations of incurred Federal, State, and Municipal taxes
and of like accrued taxes.
(j) Accounts with enemies and with
directors, officers and employees
should be sustained by fully explanatory schedules covering only
the Balance Sheet period, and separate accounts with any of these
should be consolidated into one
account, in which actual dates of
transactions should be substituted
for dates of book entries when differing.
(k) In the report text particulars
should be set forth of any unusual
or extraordinary transactions other
than those disclosed by schedules
which may have affected the increases or decreases in Balance
Sheet items.
(l) Accounts Receivable which may
have been improperly written off
should be restored to their proper
status in the Balance Sheet and a
reserve should be included therein
for probable loss in the realization
of such accounts according to the
best judgment exercisable.
(m) The report should contain full particulars and description of property (cash, Government bonds, or
otherwise), which may have been
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delivered out of the Assets of the
business to the Alien Property
Custodian or on his order.
2. Operating and income results for the
full period of the examination, subdivided according to thefiscalyears of the
corporation. The exhibit of this information should be in the logical sequence of items according to conditions
and with special regard for matters of
interest or concern to the Alien Property Custodian or to any other department of the government, and, in its columnar order, it should run from the latest fiscal year, or part year, on the left,
to the earliest fiscal year, or part year,
on the right. Such charges as depreciation, losses, and taxes (State, Municipal, and Federal), should be made to
stand out as separate items, and should
be placed in thefiscalyear, or part year,
to which appertaining as distinguished
from the period in which payment may
have been made or entries placed on
the books of account. Losses arising
from uncollectibility of accounts against
enemies to be treated as such in the
fiscal year in which falls the date of
Nov. 10, 1917, which is the date of the
Decree of the Imperial German Government ordering the report of all property owned by citizens of the United
States.
3. Journal entries necessary to conform
the books of account to the true conditions as at the closing date, but these
should not include entries for the closing of administrative and income accounts into Profit and Loss or Surplus
account.
4. Salaries, commissions, bonuses, or
profit participations, which have been
allowed and paid or credited to officers
or employees holding important positions in the business, for the full period
of the examination. The exhibit of this
information should be drawn up so as
to set forth clearly the respective classes
of compensations or profit participations to each person, and this informa-

tion should be made to coordinate with
the exhibit of the operating and income
results, meaning that both should be
arranged so as to coordinate each
with the other. Verified copies of contracts or of minutes of directors' meetings in relation to these matters should
be included in your report.
5. Verified copies of contracts to which the
corporation may be committed and
under which it may have obligations to
meet in the period subsequent to the
closing date, which on that date had not
taken the form of liabilities.
6. Enemy property which you may be able
to discover from the records or in the
custody, under the control, or within
the knowledge of any person related to
the corporation, other than property in
the form of debts owing to enemy creditors or enemy owned shares in the corporation.
7. Particulars as to the holdings of the two
classes of capital stock as at the closing
date, subdivided as between holdings
by or for account of the Alien Property Custodian and holdings by or for
account of non-enemies,
There should be kept in mind in connection with such examination and report the
fact that the final objective of the Alien
Property Custodian is to sell the business
property of enemies at public sale, and the
desire to have a report that will be illuminating to prospective purchasers or from
which condensed statements can be made
for certification and publication without recourse to further examination.

Book Reviews
Denham, R. S. Fundamentals of Cost
and Profit Calculation. (Cleveland, Cost
Engineering Publishing Company, 1918.
118 p.)
This book is addressed by the author to
the business man. It is described as a vigorous discussion of the vital elements of
business. It begins with a discussion of
the philosophy of cost and profit, and con-
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tinues through the usual gamut of cost topics, such as: direct expenses, indirect expenses, economic expenses, etc. The chapter on economic expenses is somewhat
novel, but none the less interesting. In
the words of the author: "Finances are
the lubricants of industry; without them
the wheels of trade and commerce must
cease to turn. The proof of this is seen
in the thousands of failures credited to
'lack of capital.' It is demonstrated on a
large scale in the deep valleys of trade.
Shortages make periods of financial panic.
"Economic expenses are the charges or
elements of cost which must be included to
preserve the economic balance or equilibrium of capital. They counterbalance depreciation, waste, shrinkage, and other
losses due to the conditions and contingencies of business.
"They are sometimes looked upon in the
same light as voluntary contributions to
charity. Reference to them is almost entirely omitted from the curriculums of commercial schools. Even the accounting profession has no 'standard practice' with reference to them."
As the reader may guess, the author is
not in complete accord with the accountants in the matter of cost systems. He differentiates between the cost accountant and
he cost engineer. The differentiation is
more than favorable to the cost engineer.
The last chapter of the book is entitled
"The Terminology of Cost Engineering."
To the student of accounting theory it is
extremely interesting. The novice should
be cautioned to read it with reserve.
The book on the whole is one which sustains the attention of the reader. The
author, however, might be justly accused
of being excessively positive in his statements.

Additions to the Library, October, 1918
American Institute of Mining Engineers.
Method of fixing prices of bituminous coal
adopted by the United States Fuel Administration, by Cyrus Garnsey, Jr., R. V . Norris, and
J. H . Allport; read before the Anthracite Section, Wilkes-Barre, Pa., August 10, 1918. 24 p.

November

Bankers Trust Company. State of New York
tax on investments; questions and answers, with
full text of the law. New York, Bankers Trust
Company, 1918. 16 p.
Denham, Robert Scudder. Fundamentals of
cost and profit calculation; a vigorous discussion
of the vital elements of business. Cleveland,
Ohio, Cost Engineer Publishing Co., 1918. 118 p.
Dewey, Davis Rich. Financial history of the
United States. Edition 6, revised. New York,
Longmans, Green & Co., 1918. 550 p. (American Citizen Series.)
Griffith, James Bray. Corporation accounts
and voucher system; a working handbook of approved methods of corporation accounting, with
special reference to records of stock issues, manufacturers' accounts, and the use of the voucher
system.
Chicago, American Technical Society,
1917. 51 p. (American Accountants' Library.)
Irving National Bank. The course of bond
prices; a comparison with Civil War conditions,
by Howard S. Mott. New York, Irving National
Bank, September, 1918. 15 p.
National Tax Association. Preliminary report
of the committee appointed by the National Tax
Association to prepare a plan of a model system
of state and local taxation; submitted to the 12th
annual conference of the National Tax Association, St. Louis, Mo., November 12-15, 1918. 45 p.
Rittenhouse, Charles Forest, and Clapp, Philip
F. Accounting theory and practice, unit 2; practice set. New York, McGraw-Hill Book Company, Inc., 1918. 56 p.
United States. Railroad Administration. Report to the President by W. G. McAdoo, Director General of Railroads, of the work of the
United States Railroad Administration for the
first seven months of its existence, ending July
31, 1918. Washington, Government Printing Office, 1918. 32 p.
Index
Accountants as Non-essentials
"Acid Test"
Alien Property Specifications
Alien Property Engagement
Bonus Computations
14,
Boston Office
"By Comparison"
Carter, Colonel Arthur
H.
.
Cash, Verification of
46,
Contingent Liabilities
Corporate Records
"Efficiency in Reality"
"Finger Posts"...
.
Foreign Exchange
17, 33, 38,
"In Retrospect"
Liberty Bonds, Accounting for
Library
London of To-day
"Looking into the Future"
Mechanical Devices
7, 15, 25, 40,
"Process of Development"
"Professional Ethics"
Professional Training, Department for
Reports, Writing of
Reports, Reviewing of
"Solace in the Solstice"
Stock with No Par Value
Tax Department
Tobacco Leaf, Costs
Treasury Stock
Trust Company Auditing
"Using Your Head"

Page
46
69
73
12
24, 31
58
45
57
56, 64
30
51
59
..50
58, 62
29
8
4
54
13
47, 66
53
37
1,
2
61
69
50
65, 71
8
35, 39
17, 22
70
21

HASKINS & S E L L S
CERTIFIED PUBLIC ACCOUNTANTS
NEW YORK
CHICAGO
DETROIT
ST. LOUIS
BOSTON
CLEVELAND
BALTIMORE
PITTSBURGH

VOL. I

SAN FRANCISCO

BULLETIN
NEW

Y O R K , D E C E M B E R 15, 1918

LOS ANGELES
SEATTLE
DENVER
ATLANTA
WATERTOWN
LONDON

No.

10

The Use of English
AN

accountant who is unable to write
comments which are acceptable fails
in an important feature of his work. The
ability to investigate, to analyze, to ascertain facts, to appraise with judgment which
is swift and sure, is greatly impaired by
lack of ability to so use English as to
express the results concisely and clearly.
Language is the medium whereby we
express our thoughts and convey ideas.
Language is a collection of words. Diction is the correct use of words; the words
which best transfer the thoughts from one
mind to another.
In the writing of comments the things
to be said are those which are important
and essential from every point of view.
The points to be brought out are those
which will interest the reader, or give him
the information which he seeks. There
may also be included matters which the
accountant believes should be brought to
the attention. Non-essentials should be
omitted. Comments should never be written for the sake of filling up a report.
The points should be set forth in a manner which is at once both terse and clear.
Newspaper articles begin with what is
called the topic paragraph. The topic
paragraph contains the gist of the article.
The content of the paragraph is short and

to the point. It is the embodiment of
terseness and clearness. The busy man
gets an excellent idea of the day's news by
reading the topic paragraphs. Newspaper
headlines are a further intensification of
the same idea.
The things which make for clearness
and terseness are good diction, simple
words, short sentences, short paragraphs.
Writers who attract and hold the attention of the public almost invariably observe
these rules. The simple words are generally understood. The short paragraphs
and sentences not only make the reading
easy, but give a snap to the material which
is invigorating to the mind.
The writer whose diction is poor is
likely to convey wrong ideas. The man
who employs complex, high-sounding words
with the purpose of making an impression
is a bore. The person who uses involved
sentences vexes and annoys. He who
writes long paragraphs tires his reader
and fails to sustain the attention.
The modern tendency is to avoid as far
as possible, without detracting from the
force, the use of capitals. It is also popular to use a minimum of punctuation. Underscored words should not be used at all,
quotation marks as little as possible.
It is the exceptional person in whom the
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ability to write well is inherent. With
most persons it is an accomplishment which
has been cultivated. The mechanical processes, such as sentence and paragraph
construction and arrangement, may be acquired easily through practice. The knack
of saying the right thing at the right time
and in the right way is something which
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comes only from intensive study, a large
measure of perseverance and repeated
efforts.
There is nothing which adds more finish
to the report of the accountant than the
use of English appropriate to the circumstances in setting forth the results of his
work.

Foreign Exchange
Dollar Letters of Credit, Examination of Draft and Shipping Documents
IN previous articles the discussion of dollar letters of credit and the specific
example of an exporter in Japan shipping
silk to an importer in New York have been
developed to the point where the merchandise is on board the freight steamer bound
for New York. The draft with shipping
documents attached had been sold by the
shipper to his local bank in Yokohama.
The Yokohama bank had sent the draft
by first mail steamer to its New York correspondent, who now presents it for acceptance to the New York bank which
issued the letter of credit.
According to custom in New York, one
day is allowed for the acceptance of time
drafts. So the draft is left for the foreign
department clerks to examine and accept
at their leisure, which is usually the evening of the day the draft is presented.
The examination will begin by reading
the draft through, to see that it is regular
on its face. The draft will refer to the
letter of credit under which it is drawn by
number. This will enable the clerk to turn
to the proper account in the "Letter of
Credit Record" book, where a complete
resume of the terms and conditions of the
letter of credit are set forth. Here reference will be made to see that the draft is
drawn within the period provided for by
the letter of credit and according to the
dating of the bills of lading. Shippers

have been known, where they are late in
making shipment, to date their draft back
and thus mislead the accepting bank.
On the question of shipments made after
the period provided in the letter of credit,
it is interesting to note that a prominent
foreign exchange bank deliberately accepted a draft when shipment was made
one day late, and sued the New York importer, claiming that there had been a substantial compliance with the agreement,
and that the importer was not injured by
the delay. This was done in order to preserve the good name of the bank among
exporters abroad.
The draft will, of course, be examined
to see that it is drawn on the accepting
bank, and not some other bank with which
the importer also does business. The signature to the draft will be considered satisfactory if it is official in form. The accepting bank has no way of verifying the
signatures of numerous foreign exporters,
but the draft is accompanied by a consular
invoice, which is evidence as to the identity
of the shippers. This completes the examination of the draft.
The accompanying documents will consist at least of shipper's or commercial
invoice, consular invoice, insurance certificates, and two copies of bills of lading.
The commercial and consular invoices will
be examined together to see that the mer-
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pany of international standing. A l l marine and war risks must be covered without
qualification, and where two or more certificates are found, care must be taken to
There is a tendency to use a general desee that all risks are covered on all the
scription for merchandise; as, 100 bales
merchandise. The insurance may be writof silk. There is also some hesitancy on
ten in yen, sterling, or U . S. dollars. A
the part of foreign departments in takconversion at approximate rates will have
ing the responsibility for specific weights,
to be made, to see that the insurance is for
measures, and qualities of shipments.
an amount as great or greater than the
While this verification is considerable
draft. The insurance is usually taken out
trouble to the foreign department, already
in favor of the shipper, who indorses the
overburdened with details, it is of considercertificates in blank. The certificates must
able value to the importer.
be in such form that the insurance passes
The value of a consular invoice as evi- automatically with the title to the merdence of the quantity and quality of mer- chandise.
chandise shipped is often exaggerated. This
Bills of lading will be taken out in the
document is made up in the office of the
name of the shipper and endorsed in blank.
shipper. The cost or value of the goods in
They will contain instructions to notify the
the shipper's market is shown with charges
importer when the steamer arrives at the
for packing, drayage, freight, insurance,
port of destination. If it happened that
etc., added. The shipper takes this docuthe goods were bound for certain Central
ment to the American consul, and swears
or South American countries, according to
that all statements in it are true. An unthe local laws the merchandise would have
scrupulous shipper, on fraud intent, would
to be consigned to a concern located at the
hardly hesitate to perjure himself, parport of destination, which, in most cases,
ticularly when he knows that the consignwould be the bank issuing the credit. The
ment will not reach the purchaser for sevquantity and description of merchandise in
eral months and that then the importer
the bills of lading must agree with the
will have to seek justice through the uninvoices.
favorable medium of foreign courts.
In connection with the bills of lading,
The invoice, in the case in question, and it must be remembered that the bank, in
if the regular practice is followed, will be issuing the letter of credit, agrees to accept
made out in yen and the total will be con- drafts, provided the accompanying docuverted into dollars. Footings and exten- ments call for certain merchandise. If,
sions will of course be checked, and also after the draft has been negotiated by the
the conversion from yen into U . S. dollars. shipper, it is discovered that the merchanThe rate used is supposed to be the market dise is less in quantity or different in kind
rate of exchange in Yokohama at the time from that stated in the bills of lading, the
of shipment. Here, again, the importer bank issuing the letter of credit is still
is compelled to place full trust in the for- bound to accept the draft. The importer
eign shipper. It is only fair to say that will be compelled to look to the exporter
this trust is seldom abused, and never by a or the transportation company for redress.
first-class foreign export house.
If the draft and documents are satisThe insurance certificates, to be accept- factory as to all matters just discussed, the
able, must be issued by a government in- draft will be accepted by the foreign desurance bureau, or by an insurance com- partment.
chandise shipped agrees in quantity, quality, and price with the specifications in the
Letter of Credit Record.
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Trust Company Auditing (Continued)
The audit of the accounts of a trust
company requires some knowledge of the
form, content, and operation of the instruments of banking. Such instruments are,
in part, indicated by the titles of the
accounts set forth in the classification of
accounts for the banking department in
the previous number of the Bulletin.
Cash in office, as distinguished from
cash in vault, includes the bills, gold, silver,
change, and tickets in the cages of the paying and receiving tellers, any petty cash
and as well the cash, checks, and coupons
in the rack department or the transit department.
Cash in vault includes not only the cash
necessary to meet the requirements of the
legal reserve but any cash in excess of the
current needs of the paying teller.
Cash on deposit with other banks and
trust companies is no different in the case
of a bank than it would be in the case of a
mercantile concern. It is one of the means
employed by banks in distributing surplus
funds for credit purposes, obtaining a little
interest on surplus funds, or facilitating
payments on the part of banks outside of
the larger centers. The accounts with the
individual banks are usually found on the
general ledger.
Due from other banks is the account
which represents the cash items chargeable
to banks other than those which are members of the same clearing association. It
represents the work of the transit department. This should not be confused with
the collection department, which exists
principally for the accommodation of customers in the collection of drafts, notes,
checks, etc.
The controlling account on
the general ledger called "Due from
Banks" is supported by the "Bank
Ledger."
Demand loans and time loans are loans
in the true sense. The interest is, in the
case of demand loans, of necessity paid
at maturity, as is usually the case with time

loans. These loans are usually secured
by collateral and are therefore a special
form of note, larger than the usual size,
called a collateral note.
It gives the
holder the right to demand additional security from time to time, if desired, and,
in case of failure to comply with such demand or to meet the note at maturity, to
sell the collateral. There is no difference
between a time and a demand note except
that indicated in the description, namely,
that one is payable on demand, while the
other is payable at a time fixed or determinable.
Customers' loans are more likely to be
made on the usual form of promissory
note. They are probably in the majority
of instances discounted, and are therefore,
in the true sense, discounts. Loans are
technically distinguished from discounts by
the interest. In the case of a loan the payment for the use of the money is made at
the time the note matures; discounts, at
the time the money is borrowed, that is to
say, in advance. Customers' loans are,
in the balance sheet, usually combined with
time and demand loans under the caption
"Loans and Discounts."
Bills purchased, technically speaking,
should include only bills of exchange.
The term often does include notes, frequently referred to as commercial paper.
The account "Stocks and Bonds" should
be understood to cover only such securities
as represent an investment of the bank.
It does not include stocks and bonds or
other miscellaneous securities held by the
bank as collateral for loans. The latter
are entered only in memorandum form on
some subsidiary record and in connection
with the loan to which they relate. They
are not controlled.
It would perhaps be preferable were
the account "Stocks and Bonds" to be
called "Securities Owned," since the latter
is broader and would include miscellaneous securities which are sometimes
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found, such as syndicate participations,
certificates of indebtedness, receipts for
subscriptions to capital stock, scrip, etc.
It should be observed with regard to
stocks that they may differ as to the par
value and as to kind, namely, preferred,
common, cumulative preferred, non-par
value, etc. It should also be kept in mind
with regard to stock that it gives rise to
dividends and that dividends are instantaneous.
Dividends do not accrue like
interest, but arise at the instance of declaration at the hands of the directors.
Bonds, on the other hand, are as a rule,
a direct liability of the issuing company
and bear interest which runs with the lapse
of time. It therefore follows that any
consideration or treatment of the bond for
accounting purposes which ignores the interest is incorrect.
Bonds are usually
secured by mortgage on realty, equipment,
or securities deposited in trust as collateral; hence, they derive such names as first
mortgage bonds (understood from usage
to apply to realty), equipment bonds, collateral trust bonds, etc. The term "debenture" is often loosely used in connection
with bonds. Strictly speaking, a debenture is not a bond. It is, as a rule, an
unsecured instrument which evidences indebtedness. Income bonds, although having a claim junior to the other bonds, are
secured as to principal. The payment of
the interest is contingent upon the earnings. If after the necessary charges have
been met the balance of earnings is not
sufficient the company is under no obligation to pay the interest.
Interest on bonds is paid in two ways:
by check and coupon. The first form is
used where the bond is registered. The
coupon is attached to those bonds which
are negotiable and where title passes by
delivery, thus providing an easy means of
paying the holder, whoever he may be.
Bonds and mortgages are sometimes included under the head of securities. Since,
however, they constitute a rather special
form of investment, it seems preferable
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that they should be kept in a separate
account. The instrument consists of two
parts: the bond, which is the promise to
pay, and the mortgage, which is the security for the loan. It is the mortgage on
which suit is brought in foreclosure proceedings in order to obtain title to the
property.
Depositors' open accounts represent liabilities to depositors for sums deposited
and which may be withdrawn by check at
any time without previous notice to the
bank. It is on account of this latter contingency that banks are required to carry
"reserves." It is especially important for
banks in large cities where the accounts are
likely to be large and active. A l l clearing
house banks in New York City, for example, are required to carry a cash balance
on hand equal to twenty-five per cent. of
their deposits.
Time and demand certificates of deposit
are written evidence, in a special form, of
deposits made under special arrangement,
namely, in that they are not subject to
check.
Interest is sometimes paid on such deposits ; a higher rate naturally on time than
on demand certificates. This form of deposit is often convenient and useful in the
case of trust funds. Certificates of deposit
are usually issued from stub books or from
pads. In the former case the stub shows
the details; in the latter, a register in conjunction with the pad is necessary.
Certified checks are entered in. a certification book, charged against the depositor's account as soon as certified, and become an assumed liability on the part of
the bank. The bank's certification is endorsed across the face of the check, frequently in red ink, in order to make it
prominent. Certifications sometimes read
"accepted" instead of "certified."
This
appears not to affect the situation in any
way, being simply a practice which has
sprung up as a result of individualism at
some time or another.
Due to other banks denotes the reverse
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of Due from other banks, and represents
liabilities of the bank in question to other
banks on account of cash items, etc. The
accounts sometimes are separately controlled and carried in a separate subsidiary
ledger, but are quite likely to be found in
the "bank ledger" previously mentioned.
Coupon deposits represent a special deposit account against which the bank will
charge when paid the coupons of the company having made the deposit.
The
accounts with the individual depositors are
kept in a "coupon deposits" ledger which
is properly controlled.
Cashier's checks are checks issued by the
cashier of the bank on the bank itself. It
is an order on the paying teller, and constitutes a liability of the bank. It is the
usual form employed by a bank for the
payment of expenses and making of disbursements, other than salaries, chargeable
against the bank.
An unpaid cashier's
check ranks as a liability with deposits subject to check. The same kind of record
is employed as for certificates of deposit.
Bills discounted are more apt to represent "rediscounts" than notes or bills of
the bank actually discounted. When a
bank desires to liquify some of its loans
and discounts, or the rates of interest make
it profitable to do so, it passes along to
some other institution paper which it is
carrying. This practice has grown rapidly since the introduction of the federal reserve system, one of the specific advantages
of which is to promote the liquidity pi
certain paper through a rediscounting process. This account is subject to the same
discussion as is "notes receivable discounted" in the case of a mercantile organization, as to whether an account showing
a contingent liability should appear on the
books. It is not probable that many bankers who do an active rediscount business
and who find good bookkeeping an aid in
transacting business would like to be deprived of this very useful account.
(To be continued)
Note: A very interesting exposition of
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the organization and operation of banks
together with the functions of departments and duties of employes will be found
in a book in our library, by Professor
Ralph Scott Harris, entitled "Practical
Banking."

Announcement is made of the admission
to the New York firm, under date of December 1, 1918, of Mr. W. H . Bell, M r .
C. E . Scoville, and M r . J. R. Wildman.
At the same time Mr. E . C. Gause became
a member of the Pennsylvania firm.
We are pleased to announce the return
to our organization, on December 1, 1918,
of Mr. A. R. Porterfield, recently auditor
of The American International Corporation. Mr. Porterfield has been appointed
Associate Manager of the New York
office, working in conjunction with M r .
Willins, Manager.
Word has been received of M r . Ludlam's safe arrival overseas. M r . Ludlam
sailed from New York on the S. S. Melita
on Saturday, November 23, 1918. He
was accompanied by Major F. M . Brown,
Capt. H . W . Warner, and Lieuts. J. D.
Hartman and Davis.
The remainder of M r . Ludlam's unit,
which sailed on the S. S. Martha Washington, Tuesday, November 26, was comprised of the following persons: Major K.
Ward-Smith, Capts. J . S. Braun and R. C.
Brown; Lieuts. W . P. Elliot, J. R. Hutson,
Ira Harris, Jr., R. J . Hyland, F. V.
Moore, and Alexander Russell; Privates
Bernard French, R. T . Taylor, L . L .
Tompkins, C. W . Wannenwetsch, and
other privates sent by the Government.
Private A. J. Farber is expected to join
them in France.

Depreciation Problem
The New Jersey Trading Company purchased on January 1, 1914, a second-hand
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ship at a cost of $60,000.00. The vessel
at such time had an estimated further life
of 8 years. During the 4 years ended December 31, 1917, the company accumulated
a Depreciation Reserve amounting in total
to $19,000.00 At such time the ship had
become, on account of severe war service,
unseaworthy, but had a residual value of
$10,000.00. As a result of a survey, it
was put in condition and made entirely seaworthy at a cost of $70,000.00. After
the repairs had been made, it was estimated that the vessel would have a further
life, dating from January 1, 1918, of 5
years.
The problem calls for the entries necessary to properly express the treatment of
depreciation.

Forms
A T the suggestion of a member of the
staff, a collection of forms for reference purposes has been started. While it is
appreciated that many accountants prefer
to be guided by the needs of the particular
case, there are times when forms, more or
less standard in their structure, may be
used. It is also true that while a man may
prefer to originate a form, by looking
over a collection he obtains ideas which
are helpful to him.
With the idea of rendering as much
assistance to the staff as possible in this
particular, M r . Track has obtained two
sets of forms published by manufacturing
stationers, including such as bank ledgers,
bank registers, commercial ledgers, cash
receipts and disbursements, sales records,
stock records, etc.
It is the intention to supplement this collection as fast and as extensively as possible. In this connection the cooperation
of all the members of the staff is solicited
and will be appreciated.

Book Reviews
Kester, R. B. Accounting Theory and
Practice, Volume II. (New York, The
Ronald Press Company, 1918. 796 p.)
There appears to be nothing particularly new or startling about this very excellent volume. It is a discussion more
exhaustive in its scope than anything which
has previously appeared. The manner of
presentation is the standard analytic which
proceeds from the balance sheet. It might
be said to be Hatfield's Modern Accounting magnified in size and discussion about
one hundred per cent.
Depreciation is discussed early in the
book following the principles of valuation.
The treatment is as complete as will be
found in any book not given over entirely
to the subject.
The chapters on Branch House Accounting are a contribution to the literature
of accounting. Very little has previously
been written on this subject. The author
has probably felt the need like other
teachers and has endeavored to supply
something.
The book contains a few inconsistencies
from an academic point of view, to criticise which would perhaps not be entirely
fair in a popular review of this kind. Such
as exist are not sufficiently striking to the
average reader to detract.
Taking into consideration the size of
Volume II and the thoroughness of the
discussion, one is forced to wonder what
the author will find about which to write
in Volume III, which the present volume
implies will be forthcoming some time in
the future.
As a whole the book is excellent. It will
probably be consulted more as a reference
book for discussions on specific topics than
used as a text or recommended for general
reading.
Hotchkiss, G. B. and Kilduff, E . J.
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Handbook of Business English. (New
York, New York University Press, 1917.
209 p.)
This book while not of recent publication has been added to the library during
the past month. It offers, incidentally, an
opportunity to any who may wish to follow
up the reading of the leading article in
this number of the B U L L E T I N .
The following quotation from the preface gives a synopsis of the content: "This
book has been prepared in answer to the
current demand for a brief presentation of
the principal rules of good English—
grammar, sentence structure, paragraphing, punctuation, capitalization, letter writing, and report making—adapted to the
needs of business."
The book is not a text. It is, as the
name implies, a small book for ready reference.

Dewey, D. R. Financial History of the
United States. (New York, Longmans,
Green & Co., 1918. 550 p.)
As almost any one who is familiar with
financial literature knows, this is not a new
book. It is rather the sixth edition of a
book which has become standard in most
of our educational institutions. The book
is true to its name. It is full and explicit.
It is replete with references, and has numerous illustrative charts. It should be
read by every one who has not read it, on
account of the background which it furnishes for the rapidly shifting scenes of the
present day.
Paragraph 223 has special interest for
the accountant, since it relates to the federal accounting system.

Additions to the Library, November, 1918
Federal Reserve Bank of New York. Regulations regarding foreign exchange and related
transactions under the President's executive order of January 26, 1918, October 31, 1918, and
November 4, 1918.
Harris, Ralph Scott. Practical banking, with
a survey of the Federal Reserve Act. New York,
Houghton Mifflin Company, (c1915). 309 p.
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Hotchkiss, George Burton, and Kilduff, Edward
Jones. Handbook of business English. New
York, New York University Press, 1917. 209 p.
Indiana. State Board of Accounts. Analysis
of the appropriation ordinance or county budget.
Indianapolis, Ind., Wm. B. Burford, 1918. 27 p.
Indiana. State Board of Accounts. Budget
classification and rules of procedure for departmental estimates. Indianapolis, Ind., Wm. B.
Burford, 1918. 20 p.
Indiana. State Board of Accounts. Public accounting law. Ft. Mayne, Indiana, Ft. Mayne
Printing Co., (1917). 22 p.
Irving National Bank. Foreign trade thought
of 1918; excerpts from addresses delivered at the
fifth National Foreign Trade Convention, Cincinnati, Ohio, April 18-20, 1918. New York, Irving
National Bank, 1918. 75 p.
Irving National Bank. Trading with Latin
America; obtaining orders, filling orders, shipping
orders, payment for orders; by Ernest B. F i l singer. New York, Irving National Bank, (c1917).
183 p.
Morgan, George Wilson, and Parker, Amasa
Junius. Banking law of New York; chapter 2 of
Consolidated Laws, chapter 369, laws of 1914, with
notes, annotations and references.
New York,
Banks Law Publishing Company, 1917. 553 p.
Spencer Trask & Co. Details of the eight Liberty Loan issues; original bonds of each loan
fully described and where conversion privilege
granted comparison made with bonds into which
they may be converted. New York, Spencer Trask
& Co., (1918).
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